UNIVERSITY EDUCATION IN ACCOUNTING 
AND MANAGEMENT 
The American and British Patterns 


Delivered by Prof. Mary E. Murphy, Fulbright Lecturer, at a 
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ory approach to University courses 
of study and methods of teaching 
has been empirical in both Britain and 
the United States, although in the lat- 
ter country the alliance between the 
University and the business world al- 
ways has been of a closer nature than 
in Britain. 

From the year when business came 
of age in America, in the 1890’s, with 
the investment of foreign capital, the 
rise of the trust and the combine, and 
the concern of the law with the pro- 
tection of absentee shareholders, many 
of whom were domiciled in England, the 
Universities began to introduce cur- 
ricula designed to prepare young 
Americans for accountancy, finance, 
Management and allied fields. 

In many instances these courses were 
taught by practitioners drawn from the 
accounting and legal professions; fre- 
quently they were at least partially 
financed by an accounting society in- 
terested in a particular phase of pro- 
fessional training because of examina- 
tion requirements. 

One man, perhaps more than any 
_ Other American, was responsible for the 
general adoption of the premise that 
accountants and business administra- 
tors should be University trained. 

’ This was Wallace Donham, who as- 
sumed the Harvard Graduate School 
_ Deanship in 1919, when most business 

Shools in America bore the title 
“School of Commerce” and _ limited 
themselves to a technical rather than 
4 liberal education — the “how” rather 
| than the “why” approach to business 
_ Management. 

A few institutions duplicated the tra- 
dition of the European University of 
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Commerce, such as that at Frankfurt, 
with concentration on applied economic 
theory, international trade, and eco- 
nomic geography. The University of 
Chicago Graduate School of Business 
still follows this pattern. 

Gradually Dean Donham evolved his 
own formula for business education, 
namely, that the business school should 
provide professional leadership in 
modern enterprise and in modern in- 
dustrial society. And gradually other 
business educators accepted the philoso- 
phy that training in their institutions 
should not be confined to technical 
skills but rather broadened to offer a 
comprehensive liberal education. 

In its 1936 report, the American In- 
stitute of Accountants’ Committee on 
Education recommended that formal 
action be taken, in principle, as fol- 
lows: First, four years of University 
training as a minimum educational re- 
quirement for the practice of account- 
ancy; second, the division of these 
years into 60 semester hours devoted to 
cultural subjects and the same number 
to business and professional studies; 
and, third, the course of professional 
training to include 38 semester hours 
of accounting, 8 hours of business law, 
8 of finance, and 6 of economics. 

The American Association of Col- 
legiate Schools of Business, the mem- 
bership of which is limited to outstand- 
ing institutions of higher learning, re- 
quires 40% of a student’s programme 
to be devoted to business and economics 
subjects, 40% to courses outside this 
group, and 20% to fields which the in- 
dividual Schools consider essential. 

A body composed of University teach- 
ers of accounting, the American Ac- 
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counting Association, on the other hand, 
in 1949 suggested a curriculum com- 
posed of 60 hours of cultural subjects 
and 30 hours each of business and ac- 
counting courses.1 Some dissatisfaction 
has been expressed concerning the lack 
of uniformity in accounting curricula, 
and a Commission of educators and 
practitioners was appointed by the In- 
stitute in September, 1952, “to consoli- 
date and supervise all activities relating 
to recruitment, testing, education, 
placement, and on-the-job training of 
professional accounting personnel.” 


Practical Experience. 


A recent trend in the United States 
is to place accountancy and business 
management on the graduate level, with 
a Master’s degree conferred at the con- 
clusion of one or two years of study, 
and a Ph.D. granted at the completion 
of two additional years of research. 

In some Universities, lectures are 
combined with practical experience in 
business or accountancy, this period 
generally occurring during the vacation 
preceding the senior year. Over 30 
American Universities now have such 
internship programmes, which have 
been found to be most readily adaptable 
to institutions observing the quarter 
system.? 

These observations on the role of the 
University in business and accounting 
education in America at this point 
should be contrasted with conditions in 
Britain where the over-riding desire to 
perpetuate the Oxford and Cambridge 
traditional dedication to a classical edu- 
cation as well as a certain inertia 
throughout the land, fostering the atti- 
tude of “leave well enough alone,” a 
disinclination of business managements 
to view University training as an es- 
sential qualification for employment, 
and the insistence of accounting bodies 
that training be under articles combine 
to complicate and retard the develop- 
ment of professional education at the 
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very moment when Britain sadly lacks 
both business administrators and teach- 
ers of management. 

It is my opinion that British educa- 
tion in business philosophy and tech- 
nique will be enlarged appreciably in 
the near future, mainly because most 
people now realise that a University 
education for business is closely corre- 
lated with national prosperity. 

Yet a Commerce Faculty and Degree 
were established as early as 1919 at the 
London School of Economics under the 
Sir Ernest Cassel Foundation, with the 
first Professorship in Accounting and 
Business Methods held by Lawrence 
R. Dicksee, succeeded in 1924 by F. R. 
M. de Paula, who recently visited Aus- 
tralia.* 

The first full-time Chair in Account- 
ing in Great Britain was created at the 
London School of Economics in 1947; 
it is now held by William T. Baxter, a 
South African by birth, who has studied 
at Harvard and Pennsylvania Universi- 
ties.* 

That other English Universities are 
providing facilities for study in account- 
ing is apparent from the following tabu- 
lation of full-time University teachers 
in this subject: 

Birmingham ..... . 

Durham (Newcast 

Liverpool 

London 

Manchester 

Sheffield ..... se, satis cs 
Part-time University teachers are as 
follows: 

Birmingham 

Bristol 


Manchester 
Nottingham 
Sheffield 
Southampton ...... 
Wales ..... faa a 
The English accounting societies have 
shown a progressive attitude by modi- 
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fying their syllabi covering examina- 
tions to conform to current conditions. 
However, the Institute of Chartered Ac- 
countants in England and Wales re- 
jected the proposal that an industrial 
paper should be included in the testing 
programme, either as an alternative 
subject for those who intend to enter 
private industry or as a compulsory 
subject because cost accounting has as- 
sumed prominence in today’s practice. 

The trend from public to private ac- 
countancy has serious implications for 
the profession and the Universities. Of 
a total membership in 1951 of 37,000 
in all British accountancy bodies, 19,000 
were practising as public accountants 
or were employed by practising account- 
ants, while almost the same number, 
actually 18,000, were engaged in com- 
mercial and other undertakings.® 

The Institute of Chartered Account- 
ants has reaffirmed that Fellowship 
should be available only to members 
who have practised as public account- 
ants for at least five years since admis- 
sion to Associateship, and that member- 
ship of its Council should be confined, 
as a general rule, to members although 
by a recent modification, no more than 
five seats should normally be occupied 
by non-practising members. 


The same movement from profes- 
sional accountaney to industry is ap- 
parent in the United States. Under 
modern conditions, therefore, a Uni- 
versity course of study must prepare 
young people for a wide range of activi- 
ties associated with practice, including 
audits, special investigations, system 
installations, cost accounting, taxation 
and bankruptcy, as well as provide the 
background for industrial, commercial 
and municipal posts, such as controller, 
treasurer, chief accountant and inter- 
nal auditor, which require accounting 
decisions. 


Ih Great Britain, the socialised indus- 
tries and the trading activities of the 
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Government now use large numbers of 
accountants while, in America, duties 
arising from Stock Exchange listings 
and Securities and Exchange Commis- 
sion registrations, labour-management 
negotiations and defence contracts have 
enlarged with the years. 


Nearer Recognition. 


It is foreseen that the accountant is 
standing on the threshold of recogni- 
tion as an important factor in report- 
ing on private enterprise and in enlarg- 
ing understanding of financial and 
social accounts. These trends will be 
accelerated by greater acceptance of 
accountancy as a field of University 
study and research, and by the appoint- 
ment of University graduates to in- 
fluential posts in the profession and in- 
dustry. 

The decline in the number of candi- 
dates passing professional examinations 
has been of grave concern to the Eng- 
lish societies. Training under articles 
has borne its measure of criticism be- 
cause of the tenuous link, under pre- 
sent conditions, between principal and 
clerk which seldom provides the inti- 
mate association essential to the prac- 
tical training, theoretical study and 
wide education of past years. 

Some of the great English firms were 
aptly styled the “cradles of the profes- 
sion” in the Victorian era, but very 
little of this professional communion 
can flourish under modern conditions. 
However, the articled clerk’s range of 
experience has been broadened recently 
to permit his training to be divided be- 
tween a London office and a provincial 
firm, to allow service abroad for a 
period of six months, and to provide a 
similar period of experience in an indus- 
trial, commercial or other suitable or- 
ganisation approved by the professional 
society.® 

For some years a demand was evi- 
dent for greater coordination of the 
activities of English accounting socie- 
ties and of University authorities re- 
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lative to the coverage of courses in 
relevant fields. 

By 1947, the Institute of Chartered 
Accountants in England and Wales, the 
Society of Incorporated Accountants 
and Auditors, and the Association of 
Certified and Corporate Accountants 
and twelve Universities and University 
Colleges were participating in a pro- 
gramme by which it became possible 
for a student to take a degree and be- 
come a Chartered Accountant in five 
and three-quarter years. Of this period 
two and three-quarter years were spent 
in a University and the remaining 
period in an accountant’s office, partly 
before going to the University but 
largely, and at least one year, after 
graduation. 


Approved Courses. 

Although both Cambridge and Ox- 
ford Universities are represented on 
the joint committee, neither has 
adopted the scheme. Approved degree 
courses afford the Universities oppor- 
tunities of providing students with both 
a liberal education and a_ technical 
training. They consist of accountancy, 
including costing, auditing and taxa- 
tion, 9 terms; economics (including 
statistics), 9 terms; law, including the 
principles of English law, law of con- 
tracts, commercial law and executor- 
ship, 9 terms; a modern foreign langu- 
age or some other recognised degree 
subject, at least 3 terms; and a course 
in government, at least 3 terms. 

The professional accounting bodies 
exempt from their Intermediate ex- 
amination candidates who have ob- 
tained a degree after completing these 
University courses. A compromise 
method has been followed in Scotland 
for more than twenty years, under 
which apprentices attend University 
classes in accounting, law and econo- 
mics, the sessions being held either 
before ten in the morning or after five 
in the afternoon. 
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When the Report of a Special Com- 
mittee on Education for Commerce, 
under the Chairmanship of Sir Alex. 
ander Carr-Saunders, Director of the 
London School of Economics, was made 
public in 1949, the accounting bodies 
announced they could not support its 
recommendations to place education, 
training and examinations wholly or 
partly on an “all-purpose” basis, irre 
spective of the body involved, nor the 
“sandwich” system whereby courses of 
a theoretical nature would be taken in 
the daytime concurrently with practical 
training.’ 

After conferences between the Minis- 
ter of Education and professional lead- 
ers, it was announced that the former 
“had no intention of interfering in any 
way with the profession and, further, 
would not consider any move which 
might affect the profession without full 
prior discussion with it.’”® It should be 
noted that a number of influential pro- 
fessional leaders, including F. R. M. de 
Paula, who served on the Carr-Saunders 
Committee, are in favour of its recom- 
mendations, especially the establish- 
ment of eighteen as the minimum age 
at which articles may be signed.® 

Other educational influences have 
been at work in Britain since the war. 
A Report rendered by a Committee ap- 
pointed by the Minister of Education 
to study educational facilities in the 
field of management in 1947 urged the 
de-emphasis of the traditional concen- 
tration on experience in lieu of educa- 
tion as well as the enlargement of the 
nation’s programme of education for 
management.”®. 

Pointing out that both industrial and 
University authorities had been slow 
to recognise management as a formal 
subject, the Report went on to state: 
“Industry has tended to lay exclusive 
emphasis on ‘practical experience’ ; Uni- 
versities, in fear of a narrow material 
ism, have not in general developed the 
subject as a broad intellectual discip- 
line. 
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“We welcome the suggestion... 
that at least one institution should be 
selected as a centre for post-graduate 
study of industrial administration .. . 
(but) opportunities for systematic 
higher education must be provided at 
a variety of educational institutions.” 
The Committee continued: “Apart from 
the question of the supply of leaders 
in industry, these graduates of man- 
agement, given some years of practical 
experience, present a source of supply 
of qualified lecturers which is almost 
wholly lacking in Great Britain.” 


Old Prejudices. 


These and other moot issues have 
direct bearing on Britain’s return to 
national prosperity and international 
prestige. Falling behind, after World 
War I, in education for business man- 
agement in all of its aspects, she has 
never gained lost ground, partly be- 
cause some of the most influential Uni- 
versities, as has already been men- 
tioned, have continued to oppose the 
mtroduction of accounting and manage- 
ment on an equal footing with the 
liberal arts curriculum. 


Perhaps a re-design of these courses, 
with less emphasis on their technical 
and more on their cultural aspects, 
would do much to break down this age- 
ld prejudice. A significant develop- 
ment is the foundation of the Stamp- 
Martin Research Chair of Accounting 
by the Society of Incorporated Account- 
ants and Auditors. Its present holder, 
F. Sewell Bray, is expected to maintain 
contact with the Universities, learned 
societies and accounting bodies through- 
out the world, and to take special in- 
terest in education for the profession." 

Turning to the United States, the ex- 
aminations of the American Institute 
of Accountants, now administered uni- 
formly in all States and Territories, 
lave exercised wide influence over col- 
ege teaching. 
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Although they are designed to test 
candidates’ ability to analyse situations 
and make decisions rather than to state 
factual information, with a view to de- 
termining those individuals who are 
qualified to practise as C.P.As. in 
medium-sized communities, a review 
of statistics indicates that by far the 
largest percentage of passes applies to 
University graduates, with those pos- 
sessing an advanced degree winning top 
places on pass lists.” 

The American Institute has sponsored 
the development of a series of tests 
measuring the aptitude for public ac- 
countancy exhibited by University stu- 
dents, but much dissatisfaction has 
been expressed as to the content, ad- 
ministration and interpretation of these 
tests..* Of these, the orientation test 
is basically an intelligence test, measur- 
ing mental capacity in the accounting 
field and requiring no accounting edu- 
cation or experience. 

Achievement tests are available for 
University students who have com- 
pleted one year of account-study and 
for seniors who are on an advanced level 
of work. A third examination is ad- 
ministered to compare the interest pat- 
«tern of a professional candidate with a 
profile of the interest of a successful 
practitioner. 

In some American professions, not- 
ably medicine and law, prescribed 
courses have been agreed upon to pre- 
pare University men and women for 
their professional examinations. 

Many practitioners believe that, ulti- 
mately, similar requirements will be 
outlined for public accountancy, while 
others feel that staff training pro- 
grammes, organised by accounting firms 
and business companies, in which the 
latest developments in the field as a 
whole and in the employing unit in par- 
ticular, should be offered to new staff 
members as a means of bridging the 
gap between the ivory tower of Univer- 
sity life and the every-day demands of 
a business career.'* 
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Top-level management courses are 
offered by a number of American Uni- 
versities, of which Harvard is perhaps 
the best example. Executives are nomi- 
nated by their companies on the basis 
of promise shown during the ages of 
35 to 55, with a period of twelve and 
one-half weeks devoted to the study of 
administrative practices, business and 
the American society, cost and financial 
administration, marketing manage- 
ment, problems in labour relations, and 
administrative policy. 


Broader View. 


All expenses are borne by the nomi- 
nating companies of the 150 students 
in attendance. A special effort is made 
at Harvard to broaden the viewpoint 
of executives before they return to 
their respective companies to assume 
additional responsibility. 

Similar objectives motivate the Ad- 
ministrative Staff College at Henley, 
England, established in 1946, “to bring 
together men and women of ability and 
promise from industry, commerce, the 
trade unions and all forms of public 
service.”'® The College “seeks to fos- 
ter understanding between those who 
carry responsibility in different fields 
by giving them the opportunity to in- 
terchange ideas and experience at an 
age (30’s or early 40’s) when their 
views have been formed but not 
fixed.’’® 

Twelve-week sessions are scheduled 
with the number of students at each 
set at 60, namely, 54 from British or- 
ganisations representing all activities 
of the nation, and 6 from the British 
Commonwealth, the United States and 
other overseas countries, drawn from 
the public services or from private in- 
dustry. 

Each group usually includes 18 men 
and women who have had experience 
in industrial production; 12 in purchas- 
ing, sales or distribution; 12 in finance 
and accounting, and 12 in general ad- 
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ministration, including personnel. A 
total of 6 individuals may be selected 
from the Civil Service and 3 from the 
fighting forces, 3 or 4 from local govern- 
ment and eventually, it is hoped, 3 or 
4 from the trade unions. 

The inclusive fee for the course is 
£200, which covers full tuition and 
maintenance, and a 48-hour review ses- 
sion given fifteen months after con- 
pletion of the original course. 

The chief divisions of studies of the 
Administrative Staff College follow: 


Part I 
Part II 


Comparative Administrative Struec- 

tures. 

Internal Organisation and Adminis- 

tion. 

(a) Management of the Individual. 

(b) Departments, Groups and _ their 
Inter-Relationships. 

(c) Delegation, Control and Account- 
ability. 

(d) Organisation and Operation of Pro- 

duction. 

1. Workshop Management. 

2. Research and Development. 

3. Administrative and Clerical Ser- 


vices. 
External Relations. 4 
Commercial Relationships. 
1. Consumers and Customers. 
2. Distributive Agencies. 
8. Sources of Finance. 
4. Trade Associations. 
(b) Organised Labour. 
(c) Central Government. 
Local Government. F 
Constructive Administration. 
Adaptation to Current Economic 
Changes. 
(b) Forecasting and 
Future Changes. _ 
(c) Maintaining Vitality. 
(d) Public Relationships. _ 
Part V The Role of the Directing Author 
ity. 

The school of business administration 
has been generally accepted in the 
United States by the business world as 
its own professional school. 

There are sixty-six business schools 
of University standard in America a 
the present time, and they graduate 
about 66,000 students annually, five 
times the pre-war figure. Of this num- 
ber, some 4,000 receive graduate de- 
grees, and 8 Universities — Chicago, 
Columbia, Cornell, Dartmouth, Harvard, 
New York, Stanford and Carnegie It- 


stitute of Technology—offer only gradu- 


Part III 
(a) 


(d) 
Part IV 
(a) 


Planning for 
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ate work, while another forty provide 
poth undergraduate and _ graduate 
courses. 

Although the aims of these schools 
of business administration differ widely, 
generally speaking they strive to pro- 
vide students with knowledge of the 
tools essential for the profession of 
business management, to train them in 
the abilfty to work effectively with 
people, to afford an understanding of 
the social purpose of industry, and to 
develop certain abilities and qualities 
of character essential for management. 

The programme for the Master of 
Business Administration degree at the 
Harvard Graduate School of Business 
Administration consists of 7 subjects 
in the first year with special emphasis 
on their integration. These are: Ad- 
ministrative practices (human relations 
through the company) ; Control (figure 
aspects of administration, such as ac- 
counting and _ statistics); Finance 
(financial problems of going concerns) ; 
Marketing; Production (daily opera- 
tion of the factory); Public relation- 
ships and responsibilities ; and Elements 
of administration (training in making 
effective analyses and in communicat- 
ing them to others). The second year’s 
study reinforces the first year’s work, 
provides for specialisation in some field 
of business activity, and emphasises 
the integration of business problems. 
Harvard University in conjunction with 
the British Institute of Management 
offers two Fellowships annually to 
British citizens for the two-year course 
leading to the M.B.A. 

In his Education for a World Adrift, 
a distinguished English scholar, Sir 
Richard Livingstone, provides one of 
the best arguments for wide education 
In all phases of business when he 
states :17 

All men need to make a living— 
not a bare one, but the best that con- 

ditions allow. All men live in a 

society. All men have a personality 
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to develop and the power of living 

ill or well. For all these education 

must provide, and it must therefore 

include a material element, a social, 
or as the Greeks would have called 
it, a political element and a spiritual 

element. Men must learn to earn a 

living, to be good members of a 

society and to understand the mean- 

ing of the phrase the “good life’; 
and education must help them to 
achieve these three ends. 

Application of these educational ob- 
jectives—the enlargement of mental 
horizons beyond the immediate tech- 
nical tasks at hand—holds much that 
is challenging to business management 
and the accounting profession in all 
parts of the world. 

The imperativeness of reconsidering 
educational standards in Great Britain 
is implicit in the gravity of her finan- 
cial situation, and in Australia where 
State and Federal economic develop- 
ment will be advanced by the prepara- 
tion of adequate personnel on all mana- 
gerial levels. It exists, however, wher- 
ever the contribution of accountancy 
and management to society has 
achieved a place of such importance 
that an obligation is recognised to ex- 
tend University curricula to meet cur- 
rent demands and to prepare for ever- 
increasing professional and managerial 
responsibilities in the free economy. 





FOOTNOTES. 


1. For a full discussion of curricula in accountancy, see 
Mary E. Marphy, “Accounting in the Liberal Arts 
College.” The Accounting Review, October, 1952, pp 
517-522. 


See Herbert E. Miller, “‘Internship Training in Account 
ing.”” The Accounting Review, April, 1945, pp. 187- 
191. 


. “The London School of Economics, 1895-1945."" Eco 
nomica, February, 1946, pp. 1-31 
‘His inaugural lecture was delivered under the title 
Accounting as an Academic Study.”" reprinted in The 
Accountant, March, 6, 1948, pp. 181-185 
Sir Harold Howitt, ““Training for Accountancy,”” The 
Cantor Lecture, reprinted in The Accountant, August, 11 
1951, pp. 126-130. 
Education end Training for Membership, Report by the 
Council of the Institute of Chartered Accountants in 
England and Wales, March, 1951. 
The Report was published by His Majesty's Stationery 
Office: pp. 80 

See overleaf. 
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Vale Profesor GL Wood 


With great regret we record the death of Professor Gordon Leslie Wood, 
Professor of Commerce in the University of Melbourne. 

Professor Wood was one of the small band of lecturers who established the 
School of Commerce in 1925. He was appointed to the professorial chair in 1944, 
and occupied that chair until his death. 


Commonwealth Grants Commission since 1936, and had given great service to 
Australia in many other governmental and semi-governmental activities. 


Right from the inception of the School of Commerce there has always been a 
strong and cordial relationship between the School and the Commonwealth and 
This co-operation, carried on with unabated thoroughness since 
the formation of the Australian Society of Accountants, derived in large measure 
from the warm friendliness and helpful attitude of Professor Wood. 


Federal Institutes. 


He will be missed in many places throughout the length and breadth of Aus- 
Nowhere will his loss be felt more keenly than among Australian account- 
ants. Those of us who knew him intimately will treasure our memory of a grand man 


tralia. 


and a true friend. 


He had also been a member of the 
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Accountant, October, 20, 1951, p. 350. Speci- 

fically, the Carr-Saunders Committee recommendations 

would involve the following changes for the accounting 
profession: 

1) Raising to at least 18 years the age at which articles 
may be signed; 

2) Confining vocational education, up to 18, to what 
are called ‘‘general commercial subjects’’, to be taken 
in technical and commercial colleges; 

Amending the syllabi of the accounting societies to 
place them on a uniform basis and eliminating the 
Intermediate examination by providing exemption for 
persons who obtain a revised form of the existing 
higher national certificate for commerce from a tech- 
nical or commercial college; 

Coordinating the syllabi for the Final examination 
of the Institute and other bodies to eliminate un- 
necessary variation in common subjects; 

Partially exempting from the Final examination 
holders of a revised form of the existing higher 
national certificate for commerce; 

Replacing existing methods of tuition by intro- 
ducing, in technical and commercial colleges, 
courses standardized on an all-purpose basis so that 
all accounting students, irrespective of the society 
concerned. would take the same course; 

Adopting the ‘‘sandwich’’ principle during articles 
whereby courses in technical and commercial colleges 
would be taken in the daytime concurrently with 
practical training. 

On one occasion, de 

the following terms 

an articled clerk is 


CATION IN 
The 


Paula presented his argument in 

“This present system by which 
expected to give the whole of his 
time in the day, during the course of five years, to 
practical work, and evenings to do the whole of his 
theoretical work, with a few weeks off before the ex- 
aminations. is in my view unsatisfactory. My own view 
is that the five years’ period should be allocated 50% 
to full-time practical work and 50% to full-time theore- 
tical work If this were done then the students could 
take full-time University courses and it would then be 
possible to broaden the whole scope of their education 
and to study the whole industrial body—its ailments 
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and their cure, cost accounting, budgetary control, 
Statistics, mechanical accounting, etc. I feel sure that 
were our educational system founded on this basis, we 
should produce accountants with a far broader and wider 
educational background than they have at present. The 
system here (in England) that is largely based on 
correspondence courses after long hours of routine check- 
ing is a soulless one which I am sure kills the enthusi- 
asm of many articled clerks." 
Education for Management: 
Technical and Commercial Colleges, 
Majesty's Stationery Office, pp. 32. 
This Chair, the first to be sponsored by a professional 
accounting society, commemorates the interest in account- 
ing research of Lord Stamp, an honorary member of the 
Society, and Sir James Martin, founder of the Society 
See “A Study of the Education and Accounting Ex- 
perience of 9,829 of the Candidates who took the 
Uniform C.P.A. Examination in May 1949, November, 
1949, May 1950, and May, 1951,"’ prepared by the 
Educational Department, American Institute of Account- 
ants, which states: ‘University graduates, as a group, 
were 17% more successful and non-University graduates 
26% less successful than the average. The relative 
performance of each group increased consistently from 
a low for the ‘High School Only’ group of 55% less 
successful to a high of 103% more successful than 
average for the graduate school group. The only 
subgroup among the University graduates which was 
less successful than the average was the mnon-account- 
ing major group.”” 

See Report of the American 
Committee on Selection of Personnel, 
Review, October, 1952, pp. 454-457. 
A full description of these programmes is contained it 
Richard S. Claire, ‘‘In-Service Training of Members of 
the Staff of Accounting Firms,"’ Proceedings of the 
American Institute of Accountants, 1948 Meeting 
pp. 101-106. 

The Administrative Staff College Handbook, 1952, p- 9 
Ibid 
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ACCOUNTANTS AND SOLICITORS 


Some Professional Boundaries Hard To Define 


By E. H. COGHILL, LL.M. (Librarian of the Supreme Court of Victoria) 


E EDITOR handed me a file of 

correspondence between the Queens- 
land State Registrar of the Society and 
the Queensland Law Society, with a 
suggestion that I should write an article 
on the problems raised thereby. 

Briefly, the Queensland Law Society 
took a poor view of a practice of Land 
Agents, especially in North Queensland, 
preparing and registering transfers of 
Real Property. 

By the Queensland Law Society Acts 
1927 to 1941, sec. 27, it is provided 
that— 

“27. Every person who directly or in- 

directly acts or practises as a solici- 

tor or conveyancer without having at 
the time a certificate then in force is- 
sued by the secretary shall be guilty 
of an offence” 

—punishable as therein provided. 

Then by the Rules of the Society R. 
102 (4) “ ‘Acting as a conveyancer’ in- 
cludes drawing or preparing or filing or 
lodging for registration on behalf of 
any person— 

(a) any deed or 

(b) any instrument in writing relat- 
ing to real or personal estate or 

(c) any memorandum or articles of 
association or 

(d) any instrument or document hav- 
ing effect as a deed,” with the excep- 
tion of the gratuitous filing or lodging 
any lien under the Liens on Crops of 
Sugar Cane Act. 

The Law Society having come to an 
arrangement with the Land Agents, the 
question was raised whether some ac- 
tountants were not infringing the Act. 
This led to the correspondence under 
discussion. The Law Society drew the 
attention of the State Registrar to this 
egislation, and a discussion followed. 
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The Law Society made it clear that, 
whilst an odd transfer by an accountant 
in a town where there was no solicitor 
would probably not be regarded as “‘act- 
ing as a conveyancer,” the Society 
viewed seriously the preparation of 
Memoranda or Articles of Association 
or registration of Companies, by an ac- 
countant. 

Accountants, of course, may and 
should advise company directors on 
many of the features of company docu- 
ments, but the final preparation and re- 
gistration of these documents is 
solicitors’ work. 


As to persons employed by financial 
institutions, the Law Society does not 
object to them stamping and registering 
such documents as the usual bills of 
sale, mortgages and liens taken by the 
institution. 


This development is, of course, of the 
greatest importance to the Queensland 
members of the Australian Society of 
Accountants, and I have pleasure in 
acceding to the request of the Queens- 
land State Registrar to give it pub- 
licity. 

The matter, however, is of much 
wider significance. Similar legislation 
exists in England and in all the other 
States, the purpose of which is, firstly, 
to control the conduct of legal practi- 
tioners, and secondly, to see that per- 
sons who have not the requisite quali- 
fications and are not subject to this 
control shall not act as if they were 
qualified. 


The operative words vary slightly 
from Act to Act, but the general effect 
is that it is made an offence to “act 
or practise as a solicitor or convey- 
ancer” (Queensland), “to act or prac- 
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ACCOUNTANTS AND SOLICITORS — Continued 
tise as a solicitor” (Victoria), to “act 
as a solicitor” (N.S.W.), and so on. 

Some attempt is made in the various 
Acts to define the practice of a solicitor, 
either by reference to the issue of legal 
process (Legal Profession Practice Act 
1928 (Victoria) s.23) or by reference 
to the preparation of legal documents 

Legal Profession Practice Act 1946 
(Vic.) sec. 48, Legal Practitioners Act 
1898 (N.S.W.) sec. 40 C, and compare 
the Queensland Rule already quoted), 
but generally the question in every case 
is one of fact. 

If he brings himself within some 
specific provision, such as the Queens- 
land rule already referred to, with its 
express reference to memoranda of as- 
sociation, there is nothing more to be 
said. In a less clear case, the problem 
is always — did the person, whose con- 
duct is being considered, do something 
which normally is only done by solici- 
tors? If so, he has offended against the 
relevant Act. 


Many Posers. 

As may be supposed, this often raises 
questions of the greatest difficulty, 
especially where two professions each 
operate in the same field, and the boun- 
daries of their respective areas are not 
yet defined with precision. An impor- 
tant example of this is the field of Taxa- 
tion. 

At first the idea was that anyone who 
could add up a column of figures could 
compile any necessary taxation returns, 
and could check the assessment when it 
was received — indeed, one remembers 
a Federal Treasurer saying just that 
only a year or two ago, a statement 
which was greeted with howls of deri- 
sion by everyone who knew anything 
about the subject. 

But one result of this attitude was 
that normally everyone made out his 
own taxation returns, and if one em- 
ployed a book-keeper, one expected him 
to prepare these returns as part of his 
normal activities. 
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This, of course, is still the position 
with private people and small busi- 
nesses. Growing out of this, if trouble 
arose, the book-keeper was likely to get 
the blame, and as he developed into an 
accountant, so his knowledge of taxa- 
tion developed also. 

No one doubts that if a man employs 
an accountant, he expects that ac- 
countant to prepare his income tax 
return for him. Similarly, I do not 
think any of my readers will question 
the assertion that once legal proceed- 
ings in a Court are started in respect 
of the assessment they should be con- 
ducted by a member of the legal profes- 
sion. 

The ground in between is hotly dis- 
puted. Perhaps the final result should 
be that, if a genuine question of law 
arises out of the interpretation of the 
Acts or their application to the facts 
of the case, the solicitor should be called 
in to advise. The matter is complicated, 
however, by the creation of the new 
category of “Tax Agents,” and the 
answer may be that any accountant, 
who is sufficiently instructed in tax law 
to qualify as a tax agent, may advise 
on taxation matters, although he is not 
a solicitor. 

Another difficulty in practice is that 
of the big financial institution which 
has so many transactions of a certain 
type that the relevant documents are 
turned out like shelling peas. Here the 
head of the department concerned, 
whether he has any qualifications or 
not, soon regards himself as knowing 
everything there is to be known about 
the matter, and sees no reason why he 
should have his work checked by 4 
solicitor. 

As the Queensland Law Society 
seems to concede, as long as he works 
only for the institution which employs 
him, he is within his rights, as long 4 
he does not do anything personally 
which only a solicitor can do, such a 
issuing legal process. There is 4 say 
ing that a person who is his ow? 
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ACCOUNTANTS AND SOLICITORS — Continued 


solicitor has a fool for a client, and this 
applies to big concerns as well as to 
small. 


Nevertheless, if the big concern cares 
to run its own credit department, for 
instance, without any legal supervision, 
it is entitled to do so. But while an 
unqualified person can do his own legal 
work, he cannot do legal work for 
others, even for his employer. Simi- 
larly, if the company does work for 
others, it infringes these Acts. Thus, 
in Beeston & Stapleford Urban District 
Council v. Smith, 65 T.L.R.154, a muni- 
cipality embarked on a housing scheme. 
It sold its houses when completed to 
suitable applicants, taking a long-term 
mortgage as security for part of the 


price. The relevant documents were 
prepared in the Town Clerk’s office. 

The Town Clerk was not a solicitor, 
nevertheless, he made a charge for this 
work, which was paid by the mortgagor 
in the usual way, and which went into 
the municipality’s bank account. 

Both the Municipality and the Town 
Clerk were convicted of drawing docu- 
ments for gain without being qualified 
to do so. 

It will thus be seen that, normally, 
a person not qualified to act as a 
solicitor cannot do legal work or draw 
legal documents, nor can he practise as 
a solicitor, and that what constitutes 
“practising as a solicitor” is a question 
of great nicety in borderline cases, de- 
pending as it does on what is the normal 
practice in the profession. 





FINE POINTS OF COMMERCIAL LAW 


WHO OWNS THE MONEY HIDDEN 
IN THE WIRELESS? 


AX and Rebecca Cohen were almost 

illiterate, but they conducted what 
must have been quite a successful cloth- 
ing business in the East End of London. 
For some time they lived in a flat at 
Brighton, owned by the wife, where 
first the husband, and then the wife, 
died within a few months of each other 
in 1948, 


After their death it was discovered 
that one, or both, of them had parked 
bank-notes and coin to the value of 
£5,944/13/6 in all sorts of unlikely 
places — behind a water tank, in a 
wardrobe, underneath a kitchen cabi- 
net, a radiogram, and in a trunk of 
clothing, and so forth. As their wills 
differed in some respects, it was neces- 
sary to determine to whose estate the 
money belonged, and this case followed, 
reported as In Re Cohen (1953) Ch. 88. 
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It was proved that he had drawn 
some substantial sums from the busi- 
ness over the last few years, and that 
she had also withdrawn £1,500 from a 
bank deposit account, but the notes, 
when found, had been paid into a bank 
without careful examination and there 
was no real evidence connecting them 
with any of these drawings, so the 
matter had to be decided on principle. 

The Court decided in favour of the 
wife for two reasons — one not very 
convincing. Firstly, it held that unless 
the contrary is shown, everything in a 
house belongs to the owner, in this case, 
the wife. This does not seem to make 
sense as between husband and wife, at 
any rate it was not applied in the case 
of the airman who found a ring in an 
empty house — Hannah v. Peel, 1945 
K.B.509, and His Lordship gave a sec- 
ond, more human reason for his de- 
cision. He pointed out that the obvious 
intention of this hoard was to provide 
a “nest-egg” for the two of them, and 
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FINE POINTS OF COMMERCIAL LAW — Continued 


not only for the two of them, but after 
the death of one, for the survivor. 

In legal language, the intention of 
the person who deposited it was to 
make a gift to them both, not as tenants 
in common, but as joint tenants. 

As the wife was the survivor, it 
therefore became hers on the death of 
her husband, and so became part of her 
estate and not his. 


COMPANY RECONSTRUCTION 


HARD fought company reconstruc- 

tion usually gives some helpful 
sidelights on company law, and the New 
Zealand case of in re Milne & Choyce 
Ltd. 1953 N.Z.G.L.R. 91 is no excep- 
tion. 

This company had an issued capital 
of £57,250 in £1 shares, fully paid. It 
had also issued £198,750 of debenture 
stock, entirely unsecured, but confer- 
ring on each holder the right to the 
same dividend “bonus premium or 
other privilege” as a share in the com- 
pany. 

The company proposed to convert its 
debenture stock into ordinary shares in 
the company, and at the same time to 
issue a bonus share to each existing 
shareholder. 

The debenture holders would thus 
have lost their right to claim to partici- 
pate in this bonus distribution, but 
would gain in return voting power suf- 
ficient to control the company, and some 
minor taxation advantages. 

The directors, besides this carrot, 
also waved a stick in the form of a hint 
that if they went into liquidation the 
debenture holders would get their 
money back and no more, a threat 
which was rather shadowy, as the com- 
pany was in a very prosperous position. 

The Stock Exchange reacted by im- 
mediately pushing up the price of the 
shares, but nevertheless the debenture 
holders accepted the scheme, over 80 
per cent voting for it. However, a 
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substantial minority, about £18,000 
worth, voted against it and when the 
scheme came before the Court, opposed 
its ratification. 

Firstly, they objected that the Com- 
pany had no power to propose, nor the 
Court to sanction, a scheme of arrange- 
ment unless it was a salvage arrange- 
ment or was to adjust outstanding 
matters of urgency. The Court found 
no indication that the powers conferred 
by the Companies Act were so limited. 

The circular proposing the scheme 
was, of course, examined with a micro- 
scope, and suggestions of error made 
here and there. However, not only did 
no debenture holder come forward and 
say he had been misled, but the direc- 
tors had expressly stated that some of 
the points they were making were open 
to doubt, quoted the relevant docu- 
ments, and invited interested parties to 
take a legal opinion for themselves. 

One particular point deserves men- 
tion. As already stated, the directors 
had said that if the company went into 
liquidation the debenture holders would 
get their money back and no more. To 
this it was argued that as the deben- 
tures were perpetual, the debenture 
holders would also be entitled to sub- 
stantial damages for the loss of their 
debenture interest, and that therefore 
the circular was grossly misleading. 

The Court, however, stressed that 
everyone knows that a perpetual deben- 
ture is merely one to which no fixed re- 
demption date is assigned, that it is nor- 
mally redeemable when the company 
goes into liquidation, that so to redeem 
it is not a breach of contract at all un- 
less the documents so provide, and it 
hinted that it would take a very clear 
statement in the documents to persuade 
it that such a provision had been made. 

In the result the Court decided that 
it could see no reason to suppose that 
the 80 per cent. who voted for the 
scheme did not know what was best in 
their own interests, and approved the 
reconstruction on the ground that the 
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FINE POINTS OF COMMERCIAL LAW — Continued 


circular had put forward a reasonably 
fair picture, that the debenture holders 
as business people had considered their 
own interests, and accepted the scheme, 
and the Court would do well to assume 
that they knew best what they wanted. 

As to the Stock Exchange figures, the 
Court announced that it would be quite 
wrong to treat the chatter of the market 
as a safer indication than the expressed 
wish of a large majority of the deben- 
ture holders. 


CONTRACT FOR NON-EXISTENT 
COMPANY 


The case of Newborne v. Sensolid, 
which I discussed last May, 23 A.A.199, 
has been affirmed on appeal (1953) 
1A.E.R.708. 

Plaintiff had decided to form a com- 
pany and after all his stationery was 
printed, but before the company was re- 
gistered, he used some to make a con- 
tract with defendant for the sale of 200 
cases of hams, signing it “Leopold New- 
borne (London) Ltd.” 

The Court of Appeal upheld the 
Judge below in deciding that the de- 
fendants had made no contract with the 
company for it did not exist at the time, 
and had made no contract with the 
plaintiff, and accordingly was liable to 
nobody. It was asked to accept the 
position that Mr. Newborne, contract- 
ing as agent for a non-existent princi- 
pal, could himself sue on the contract. 

To this it answered that as Mr. New- 
borne did not purport to contract as 
agent, or to be a party to the document 
at all, this doctrine, well established 
though it is, did not apply. 

One feels doubtful about this last 
part. Both plaintiff and defendant in- 
tended to enter into exactly the contract 
which was entered into. In the absence 
of some indication that the personality 
of the seller was of importance to the 
buyer, it was unreasonable and unjust 
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that it should not have to perform that 
contract. 


CREDITORS AND PAST MEMBERS 


IN A WINDING UP 

It is clearly provided by the Com- 
panies Acts of England and the various 
States that in a winding up a “member” 
shall not be entitled to receive any sum 
due to him by way of dividends, profits 
or otherwise in competition with ordi- 
nary creditors. Does this provision 
apply to a person who was formerly a 
member but who has sold his shares? 


This problem is discussed in re Con- 
solidated Goldfields of New Zealand Ltd. 
(1953) 2 W.L.R.584, a case in which 
the value of the dividends unclaimed by 
past members was sufficient to make it 
worth while to raise the point. The 
Judge pointed out that he was being 
asked by the ordinary creditors to say 
that “member” did not mean “member,” 
but finally came to the conclusion, after 
considering s.212 (ii) (g) of the Eng- 
lish Act of 1948, that the section did 
not mean exactly what it said, but in- 
cluded any debt due to a person because 
he was, or because he once had been, a 
member. Accordingly, the debts due 
for unpaid dividends were postponed 
till all ordinary creditors had been 
paid. 

The section of the Victorian Act is 
s.158(g) of the Act of 1938. It is in 
almost the same wording as the English 
section 212 (i), and it is interesting to 
note how the draftsman drifts from 
“past member” in clauses (a), (b) and 
(c) with the idea that a “past member” 
is still a member and not a person who 
was formerly, but is not now, a mem- 
ber, until by the time he gets to clause 
(d) he talks about a “member” being 
either a “present member” or a “past 
member,” which, in the words of the 
late Mr. Euclid, is absurd. But it shows 
that the conclusion adopted by the 
Court in this case is quite likely to have 
been that intended when the section was 
first drafted, back in 1862. 








CENSUS OF RETAIL ESTABLISHMENTS 


Early in July retail traders received 
a form from the Commonwealth Statis- 
tician asking for facts about their busi- 
ness during the trading year ended 30th 
June, 1953. Traders will be asked to 
give figures of turnover, numbers of 
employees, value of stocks, and a few 
simple questions which can be answered 
“yes” or “no.” This is part of the 
nation-wide Census of Retail Establish- 
ments which is taken only once in every 
five years, and covers all the 100,000 or 
more retailers in this country. 


1. Importance of the Census. 


The Census will provide up-to-date 
facts regarding the magnitude and 
nature of retail spending and the 
changes occurring in the spending 
habits of the buying public. These facts 
are of immense value to all sections of 
the business community in planning for 
the future, and are widely sought after 
by business concerns which realise that 
decisions based on facts are more likely 
to be correct than those based on in- 
tuition. The fewer wrong decisions, the 
less loss and waste there will be. This 
benefits both the individual and the 
community. 


Similar censuses have been conducted 
regularly in most important overseas 
countries, particularly in U.S.A., Can- 
ada, and the United Kingdom. 


2. The need for speed in collecting this 
information. 


The value of statistics obtained from 
this census will be greatly increased by 
their early publication. This can only 
be achieved with the co-operation of 
all retailers. 

Census forms will be sent out in the 
beginning of July and should be re- 
turned by 31st August, and the Statis- 
tician wishes to emphasise the great 
importance placed on the early lodg- 
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ment of returns so that analysis of the 
very large number of returns (over 
100,000) is not delayed. In those cases 
where final accounting figures will not 
be available until after the end of Aug- 
ust, the Statistician would prefer a 
careful estimate rather than wait a 
considerable time after the due date for 
a final figure. 


3. Acceptability of Estimates. 


Whenever actual figures are not 
available, careful estimates will be ac- 
ceptable. This applies particularly to 
the business which does not dissect its 
total takings into commodity groups. 
In such a case, an estimate based on 
the retailer’s knowledge of his own 
business or on analysis of his pur- 
chases will be satisfactory. Before re- 
turns are tabulated, a dissection must 
be obtained, and it is preferable for this 
to be made by the retailer himself 
rather than by any other means. 

Whilst the Statistician is naturally 
anxious to obtain figures which are as 
accurate as possible, the Census is de- 
signed to obtain aggregates of many 
thousands of businesses combined and, 
provided the estimates are made in good 
faith, minor discrepancies tend to can- 
cel out. 


4. Contents of individual returns 
absolutely confidential. 


Under the Census and Statistics Act, 
the Statistician and his officers are 
sworn to secrecy and are bound under 
penalty not to reveal to any person, or 
other Government Authority whatso- 
ever, any particulars supplied in in- 
dividual returns. 


5. Published Results available to all. 


On request, the Statistician will be 
pleased to supply the results of the 
Census to any interested person or or- 
ganisation. 
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OFFICE MANAGEMENT AND EDUCATION 
FOR MANAGEMENT 


By A. INGHAM, A.A.S.A., of W. D. Scott & Co. 


(Based on a refresher-course lecture) 


This address has been developed from 
the pattern provided by the Manage- 
ment Accounting Report of the special- 
ist team from Britain which visited the 
U.S.A. in 1950, under the auspices of 
the Anglo-American Council on Produc- 
tivity. In this series of addresses the 
speakers have endeavoured to read for 
Australian management the lessons 
which this specialist team has written 
for British management from their ob- 
servations and experiences in examin- 
ing American practices. Obviously the 
report could, and was intended that it 
should, deal only with the highlights — 
those features of American practice 
which appeared different from general 
British practice and which appeared to 
contribute in a very real sense to the 
efficiency of American management. 

The topics with which we shall deal 
tonight are Office Management and 
Education for Management. Both these 
topics cover a great deal of territory, 
and it appears a very ambitious project 
to attempt them both in the space of an 
hour’s address. 

The section in the report dealing with 
office management has these opening 
paragraphs: 

“1. Anyone who sees or reads about 
the information which is so freely pro- 
vided in America for boards of direc- 
tors, and management at all levels to 
the shop floor, may well ask, ‘How can 
they afford it?’ 

2. Part of the answer to this question 
lies in the kind of information they get 
and the use they make of it. The pur- 
pose of reports is to help someone to 
make a decision, either about plans for 
the future or how he shall best concen- 
trate his own immediate efforts. The 
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information has direct practical value, 
and the cost of getting it must be mea- 
sured in relation to the cost of not get- 
ting it. 

3. At the same time a strict control 
is exercised over the cost of getting it. 
It was from this angle that the team 
considered that the subject of office 
management came within the scope of 
their investigation. They had not the 
time or opportunity to make a detailed 
examination of office management 
methods, but certain points emerged 
quite clearly from simple observation. 

4. The office is considered neither as 
a luxury, existing merely for its own 
sake, nor as a necessary evil, but as an 
essential service towards good manage- 
ment. The attitude adopted towards it 
is the same as towards any other pro- 
duction unit — to get the best quality 
and the greatest quantity of work for 
the lowest cost and the least waste of 
human effort. There was clear evidence 
of this approach in the organisation of 
staff, the planning of work and the 
physical arrangements of the offices.” 

You will notice that the last para- 
graph stresses that the attitude towards 
the office is the same as towards any 
other production unit. 

There is a tendency in Australia for 
office work to get out of line in terms of 
production related to cost. This is due 
to a number of reasons, but in general 
it can be said that there has been a ten- 
dency to regard the office and clerical 
routines, wherever they are found, as 
inevitable and almost uncontrollable. 
The attitude of mind has been wrong. 

The late Dr. Harry Hopf, in a com- 
mentary to the papers on Office Man- 
agement, submitted to the Eighth Con- 
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OFFICE MANAGEMENT — Continued 


gress of C.I.0.S. at Stockholm in 1947, 
made the statement— 


“In one respect, both the United 
States and other countries that could be 
named, are at fault in giving to office 
management a connotation which tends 
to restrict its application and to render 
more difficult the effective development 
of its practitioners. For the usual con- 
cepts of office management, which are 
dominated altogether too much by such 
purely mechanistic ideas as are con- 
veyed by the terms equipment, stan- 
dardization, forms, records, procedures, 
and the like, I am strongly in favour of 
substituting such terms as planning, 
organizing, co-ordinating and control- 
ling, terms that enter into the very 
substance of management, whether this 
function be exercised in the office, the 
factory, or any other subdivision of the 
entire field. In short, I am strongly of 
the opinion that we must think in 
terms of management applied to the of- 
fice rather than merely office manage- 
ment, a distinction that when properly 
understood will open up a vista of 
power, growth and intellectual satisfac- 
tion that can only be realized by the 
truly educated office manager.” 


So let us look at the problem of the 
office from the point of view of manage- 
ment applied to the office. The scope 
which the problem presents is tremen- 
dous. We have no comparable figures 
available for Australia, but the figures 
shown below are indicative of what has 
happened in the past thirty to forty 
years. 


(a) In the United States of America, 
over the years 1900-1940, which 
was the period of the country’s 
greatest industrial development, 
the number of factory workers 
increased by 75 per cent. — office 
and clerical employment in- 
creased by 356 per cent. 


The Swedish factory industry 
shows the following percentage 


relations between production, 
the number of workers, and the 
number of administrative per- 
sonnel with the base year, 1914, 
as 100 and the years 1925 and 
1943 given as comparisons. 


1914 1925 


100 110 
100 +97 


1943 
253 


163 


Year. 
Production . 
No. of workers . 
No. of administrative 
officials 
Production per worker 
Production per admin- 

istrative official . 100 90 77 

I would think that Australia’s ex- 
perience over the past twenty years 
must have been of similar pattern to 
these. 

It is difficult to define and value all 
the causes of this trend. Obvious 
answers which partly explain it can be 
found in the growing complexity of 
commercial relationships, the increas- 
ing demands for governmental] returns 
of various kinds, and the conscious, de- 
liberate development of greater special- 
isation within the manufacturing activi- 
ties, which require an increase in the 
personnel responsible for planning, 
scheduling and recording production. 
But a further important cause of this 
trend is that office work has not been 
subjected to the technical advances and 
controls which have been applied s0 
effectively to industrial processes. It 
is only recently that the techniques of 
scientific management have been ex- 
tended to office work. 

Let us see what were the things in 
current American practice which war- 
ranted particular mention in the Man- 
agement-Accounting report. The re 
port deals with them under these head- 
ings— 

Organisation and Staff 

Office Machinery 

Decimal Monetary System 
Layout, Conditions and Edquip- 
ment 

Internal Auditing. 


100 
100 


121 
113 


331 
155 
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1. Organisation and Staff. 

The report stresses the higher pro- 
portion of first-rate highly-trained staff 
than is the case in Britain, many of 
them, often, qualified as certified public 
accountants. They are expected to have 
a thorough knowledge of industrial ac- 
counting in all its phases, to know all 
the work of the controller’s department, 
and to know nearly as much as the con- 
troller about the rest of the business. 


On the other hand, there are very few 
highly-skilled clerks — the main body 
are semi-skilled. Above all, they are 
expected to be flexible and move freely 
from job to job to eliminate bottle- 
necks. 


I am of the opinion that in Australia 
we have a fairly high proportion of 
qualified accountants in our offices. It 
would be interesting if, at question 
time, some of you would be prepared 
to state the position in your own organ- 
zations. There is one qualification 
which must be mentioned. The stan- 
dard of training and experience in 
office-methods work is probably higher 
with the American certified public ac- 
countant than is the case with his Aus- 
tralian counterpart. The main reason 
for this lies in the fact that the 
majority of public accounting firms in 
U.S.A. have a methods division as quite 
distinct from the functions of public ac- 
counting as we know them. This will 
naturally tend to make this aspect of 
office work better managed than is the 
case with us. 


2. Office Machinery. 

The extensive use of office machinery, 
particularly auxiliary machines such as 
calculators, adding machines and type- 
Writers, is commented upon, and the 
opinion expressed is that the use of 
major equipment is no greater in large 
companies in U.S.A. than in Britain, 
but that smaller firms in U.S.A. make 
greater use of major office machinery. 
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The following paragraphs quoted 
from the report are also pertinent in 
comparing Australian conditions with 
American. 

“The standard of machine utilisation 
required differs for the two types of 
machinery. The user of an accounting 
installation is as much concerned with 
its fullest utilisation as is the user of 
a piece of expensive production 
machinery. Auxiliary machines come 
into a different category; for here the 
objective is not so much to utilise them 
fully as to give the clerk the fullest 
possible service. 

“For this reason such machines may 
be regarded as mechanical aids to be 
used as and when required. Provided 
they save working time they are con- 
sidered worth while. They save the 
time that would be wasted if a clerk had 
either to write or calculate long-hand, 
or take his work to a typist or calculat- 
ing machine operator and wait for the 
result. In many offices almost every 
clerk and shorthand typist is supplied 
with a calculator, and even many clerks 
are supplied with typewriters. Far 
more machinery may be provided than 
is strictly necessary, but since the 
wages cost of clerical labour is so high 
the expenditure is considered worth 
while.” 

This question of machine facilities is 
largely determined by relative econo- 
mies. Office-equipment costs relative to 
office-labour costs are lower in U.S.A. 
than in Australia. This means that we 
have to look for greater relative 
machine utilisation to warrant the pur- 
chase of equipment. However, with ris- 
ing wage rates and the premiums which 
have been paid for office labour, per- 
haps this factor is not as great as would 
appear at first sight. Even greater 
than this has been the poor supply of 
machines from overseas. Speaking 
generally, experience suggests that use 
of office machinery in Australia does 
not show any consistent pattern. Many 
offices which should be making use ef 
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machines persist in manual methods at 
great and continuing cost to themselves. 
On the other hand, there have been a 
number of instances of over-mechanisa- 
tion. The first is ignorance of what 
machines could do; the second, ignor- 
ance of what machines should do. 


3. Decimal Monetary System. 

“The use of a decimal monetary sys- 
tem in America undoubtedly contributes 
to the speed and ease with which re- 
turns are prepared. The decimal mone- 
tary unit increases the productivity of 
the clerks, and if British money could 
be decimalised it would mean some re- 
duction in non-productive workers. It 
should be noted that all that has been 
considered is the decimalisation of the 
existing monetary system and not the 


introduction of the whole metric sys-' 


tem. A number of firms in Britain 
already decimalise their monetary units 
for internal use, thereby effecting sub- 
stantial savings in clerical effort.” 

This is a question which comes no 
nearer solution — it merely gets older. 
There is no doubt that real economies 
would result from the adoption of a ten- 
penny shilling. Tradition seems to be 
the only barrier to this step. 


4. Layout, Conditions and Equipment. 
The general impression conveyed by 
the report is that modern American 
practice is to approach the office prob- 
lems in the same way as the factory 
problems have been approached. 

Adequate facilities in terms of space, 
equipment and amenities are provided. 
To quote two paragraphs from the re- 
port— 

“Equally, management pays the 
greatest attention to conditions of work. 
In the majority of the offices the space 
and layout are carefully planned as an 
integral part of the works layout. Of- 
fice working conditions are regarded as 
an important factor in business effi- 
ciency, and the need for good physical 
conditions is all the greater in a large 
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office with many people working to- 
gether. 

“Offices are usually well-built and spa- 
cious, with good lighting, heating and 
ventilation. The interior decorations 
are good and give a pleasant, fresh and 
airy impression. In many offices, 
sound-absorbing tiles are built into the 
ceiling.” 

Given these adequate conditions, the 
office personnel are expected to turn out 
production of the required quantities 
and quality. Procedure manuals are 
often provided, and these provide the 
working instructions for the tasks to be 
performed. “The standard office disci- 
pline is expected to compare with that 
of a production shop. Frequent changes 
of procedure are taken in the same way 
as technical improvements, and the in- 
vestigations of the internal auditor are 
on a parallel with those of methods and 
time study engineers.” 

I doubt whether in Australia we can 
claim generally to have the same ap- 
proach. It is largely a question of de- 
velopment in outlook. Methods-engin- 
eering in industry in Australia has 
not yet achieved the acceptance 
that it has in America. How 
much less can we claim to have the 
same approach to the methods-engin- 
eering problems of the office that is 
found in America? 


5. Internal Audit. 

This section of the report is quoted 
in full— 

“There is no rigidity in the duties of 
the internal audit department. The 
chief internal auditor may report direct 
to the president, treasurer or controller. 
Usually he is responsible to the con- 
troller. 

“The internal audit is in the nature 
of an accounting function and the staff 
usually consists of men with accounting 
knowledge. This constitutes an exten- 
sion in the use of accounting methods 
in the control of industry. 

“The purposes of the internal audit 
seem to fall into the following groups: 
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(a) Security. The internal audit 
function makes itself responsible 
for a check of the books of ac- 
count to ensure that they ac- 
curately reflect the true profits of 
the undertaking. A check is 
maintained of all indebtedness 
and commitments of the com- 
pany, to see that all charges are 
incorporated within the books. 


Further, the internal auditor 
keeps a very close watch upon 
the inventories of the undertak- 
ing, both as to correctness of 
quantities and money values. 
This check extends to enquiries 
into the rate of turnover of 
stocks, with a particular watch 
for redundant materials which 
may involve loss or unnecessary 
capital investment. Close exam- 
ination of inventories can guide 
the management in its efforts to 
standardise or simplify the use 
of component parts. 


Systems and Procedures. The 
operation of the systems and 
procedures in the accounting, 
administrative and productive 
sides of the organisation is part 
of the clerical activity. 


The internal audit function is 
concerned with the effective and 
efficient working of such systems 
and procedures. These tend to 
develop departmentally, and in 
accordance with needs. The in- 
ternal audit is useful in making 
sure that they are developed in 
a systematic way and are effi- 
ciently operated and integrated 
with others. 


Other Controls and Functions. If 
in the course of audit it becomes 
apparent that the functioning of 
existing controls is permitting 
inefficiency, it would be the duty 
of the internal auditor to point 
this out and to suggest improve- 
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ments, or the need for an inves- 
tigation. 

Special Investigations. The in- 
ternal audit department may, at 
the request of the management, 
carry out investigations of any 
business operation about which 
the management requires fur- 
ther information. The best jus- 
tification of an internal audit de- 
partment is that departmental 
managers employ it to obtain an 
examination of their own de- 
partmental methods. As one 
American departmental head ex- 
pressed it, after reading an in- 
ternal audit report on his de- 
partment, ‘It was a good thing to 
know that my departmental af- 
fairs were in good shape.’ ” 

This is a function which in Australia 
has been largely confined to public 
utilities, banks and companies with 
American affiliations. It is a function 
which to be effective is dependent upon 
the good definition of the organisation 
and the procedures. Provided the in- 
ternal auditor is a man of real ability 
and can maintain an independent out- 
look, his contribution to efficient opera- 
tion can be invaluable. 

What can we do in our own sphere 
of activity? First of all, we must 
realise that office costs are as much a 
part of the product cost as are the 
direct factory costs. So we have a dual 
question to answer— 

Are we providing the service to man- 
agement at all levels which is necessary 
for the effective control of their activi- 
ties? 

Are we effectively controlling our 
own performance so that we provide 
that service efficiently and economic- 
ally? 

Let us run the rule over our activi- 
ties and critically examine them 
through an engineering approach to 
methods improvement. Let us remem- 
ber that in the framework of adminis- 
trative processes, procedures play a 
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major role in the execution, co-ordina- 
tion and control of all business activity. 
How well they are designed will have 
a very real effect on operating costs, 
production speed, quality of service to 
customers and over-all effectiveness of 
the business. Soundly conceived and 
continuously reviewed, they will do 
much to ensure the “systematic order- 
ing of eperations” ef which Elton Mayo 
wrote in his “Social Problems of an In- 
dustrial Civilisation.” Improvidently 
developed, and permitted to grow unat- 
tended, they will produce only waste, 
confusion and delay. As another writer 
has said, it is the difference between 
“life blood” and “sleeping sickness.” 

There is clear evidence that business 
management is becoming more and 
more concerned with the problems of 
executive manpower development. Al- 
though seldom mentioned a few years 
ago, these problems have formed the 
subject matter of a number of recent 
books and articles, and are a common 
topic of discussion at management con- 
ferences. This trend is significant, be- 
cause it reflects a growing concern with 
the necessity for providing a more 
orderly and dependable source of supply 
for qualified executive manpower. 

This is a problem which could once 
be taken more or less for granted — 
and still is being taken for granted in 
some areas of business and industry. 
Management could afford, once, to as- 
sume that it would usually be able to 
find the right man when it needed him. 
It cannot so assume today, and those 
businesses which are not aware of that 
fact and which are not taking steps to 
deal with that problem may find before 
very long that they have overlooked 
one of the vital conditions for economic 
survival. 


Need for Planned Executive 
Development. 
There are several reasons for the pre- 
sent and increasing urgency of this 
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problem of executive development. For 
one thing, the task of the executive is 
growing more difficult with each pass- 
ing year. Managing a business or run- 
ning a department is more involved to- 
day than it was a generation or two 
ago, and requires a correspondingly 
higher order of executive and adminis- 
trative skill. The economy itself is 
far more complex and variable, and re- 
quires greater flexibility and adapt- 
ability to insure survival. Labour 
problems, governmental regulations, 
and the present scale of operations have 
created problems our “business grand- 
fathers” never dreamed of. This in- 
creasing difficulty and complexity of 
business management is undoubtedly an 
important reason for the growing 
shortage of qualified executive talent. 

But there is another set of factors, 
operating parallel to this, which is serv- 
ing to increase the severity of the short- 
age. Ironically enough, along with the 
increasing difficulty of executive posi- 
tions, there may very well be an abso- 
lute decline in the numbers of people 
possessing real executive talent. 

Time was — and still is, in certain 
organizations and in certain lines of 
business — when executive development 
was a more or less natural and auto- 
matic process, when people with ability 
and ambition rose fairly readily in the 
system to posts of higher responsibility. 
This process is far less general than it 
once was, and the efficiency with which 
it operates is declining by perceptible 
degrees. 

Several influences are responsible for 
this trend. For one thing, increasing 
job specialization makes it difficult for 
the individual to acquire the broad 
training and experience necessary to de- 
velop his capacities and to qualify him- 
self for higher responsibilities. He 
tends to be restricted to his specialty, 
and most specialties have rather rigid 
ceilings. Before jobs became so miD- 
utely sub-divided, so routine, and 80 
mechanical, it was much easier for the 
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worker at the bench to rise to foreman, 
to superintendent, to general manager. 
The wider scope of his job, in those 
more backward days before “job simpli- 
fication” and “management engineer- 
ing,” gave him an opportunity to de- 
velop a wider range of abilities. The 
average worker today has much less 
chance either to develop his latent abili- 
ties or to have those abilities recognized 
by management. It is very difficult to 
see a future foreman, much less a 
potential general manager, in the work- 
er performing a routine task on the 
assembly line. 

Furthermore, the growing com- 
plexity of business structures makes 
the process of advancement far from 
the relatively easy matter it once was. 
In an earlier day, advancement de- 
pended primarily on the individual’s 
own ability and initiative. Under pre- 
sent conditions, the individual’s ability 
and initiative cannot be exercised unless 
management makes specific decisions 
which will allow them to be exercised. 
The individual is no longer the rela- 
tively free agent he once was. He is 
dependent as never before on the organ- 
ization of which he is a part, and on 
the management that determines his 
and the organization’s destiny. 

Thus, executive development can no 
longer be a semi-automatic process. If 
development is to take place, if people 
are to find opportunities, if manage- 
ment is to have qualified executives 
available when they are needed, man- 
agement itself must assume responsi- 
bility for creating the conditions and 
providing the leadership that will make 
these results possible. 


An Investment in the Future. 


From the standpoint of an individual 
management, executive development is 
very literally in the nature of a capital 
investment. Adequate provision must 
be made for the building of tomorrow’s 
executive team just as it must be made 
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for new plants, new machines, and new 
products. Management must set up 
depreciation reserves for the orderly 
replacement of obsolete plant and equip- 
ment and must accumulate capital for 
sound growth and expansion. By the 
same token, management must make 
orderly provision for the gradual re- 
placement and strengthening of its ex- 
ecutive staff. Tomorrow’s business will 
suffer unless today’s management 
makes an investment in future execu- 
tives that is adequate for the future 
needs of the organisation. 

An investment in executive develop- 
ment, if it is to be effective, is likely to 
be costly, and management must recon- 
cile itself to that fact. Furthermore, it 
is an investment which should continue 
to be made year after year, regardless 
of good or bad times. Executive ability 
cannot be developed overnight: it is a 
process of gradual growth and refine- 
ment, often extending over a period of 
years. Failure to make adequate and 
sustained provision for executive de- 
velopment can be even more serious 
than failure to provide adequate financ- 
ing. In either case shareholders, man- 
agement, employees and the public will 
ultimately suffer through such failure 
to conserve company assets. 

The National Industrial Conference 
Board in America was unable seven 
years ago to find sufficient firms with 
executive training programmes to form 
the basis of a report. In 1951 they 
tried again and succeeded, and pub 
lished the results under the title of 
“Company Programmes of Executive 
Development.” In this report a list is 
given of 20 techniques of executive de- 
velopment. 


ALMOST ALWAYS USED 


Merit or performance reviews 
Visits to other companies 
Attendances at technical meetings 
and management conferences 
Distribution of reading lists and 
management bulletins 

Group meetings 
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OFTEN USED 


. Job rotation 

. Advanced management courses at 
Universities and elsewhere 

. Consultants 

. Committee assignments 
Executive inventories 

. Job descriptions 


SOMETIMES USED 
Special trainee position 
Multiple management plans 
. Management cabinet 
Understudy or assistant to position 
Community leadership 
Health and fitness programmes 
Individual counselling 
. Assignment to training or sales 
Sponsor plan. 


In the section on Education for Man- 
agement the Management Accounting 
report deals almost entirely with the 


one that is shown in the group “Often 
Used”—advanced management courses 
at Universities. That seems to have 
been the method which struck the mem- 
bers of the team most forcibly as they 
went about observing what current 
American practice was. They make 
this statement: “An army equipped 
with the best weapons and having 
troops with the highest morale will not 
win battles unless properly led. Simi- 
larly, industry, no matter how well 
supplied with tools and equipment, and 
possessing a skilful and conscientious 
labour force, will not be efficient unless 
managed by men who are good leaders 
and are properly trained. Good man- 
agement is a fundamental requirement 
of efficient business.” 

Their investigations led them to such 
universities as Harvard, Pennsylvania, 
Columbia and others such as those, but 
apparently they paid most attention to 
the courses at Harvard. From all ac- 
counts, Harvard University is the one 
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which represents the highest standard 
of management training. Harvard 
calls its business school a Graduate 
School of Business. That presupposes 
that the people attending are in posses- 
sion of an initial degree, either a gen- 
eral degree or some degree to the bache- 
lor stage. The report says, “The pro- 
gramme covered by the School is based 
on the belief that a man qualified to 
become an executive needs a broad 
foundation of business knowledge as 
well as a trained understanding of the 
administrative process. This calls for 
a course of business education that is 
not only diverse in its subjects but in- 
tegrated in its nature. The graduate 
course is of two years’ duration. The 
first year’s course of study consists of 
one integrated course, covering ele- 
ments of administration broken down 
into six subjects — Marketing, Produc- 
tion, Finance, Control, Administrative 
Practice, Public Relationships and Re- 
sponsibilities. In the second year the 
student chooses a field of special inter- 
est to himself, and explores it on a spe- 
cialist basis. Over-specialization is dis- 
couraged.” 


We in Australia do provide training 
in general management and functional 
management through our technical col- 
lege courses and the University of Tech- 
nology, but we don’t go as far as the 
Americans have found it necessary to 
go. It does appear to me that there 
is a very definite need for that kind 
of training in Australia, where men of 
executive capacity with years of sound 
experience behind them based on ade- 
quate appreciation of the principles 
involved can, at that stage in their de- 
velopment, get together and thrash out 
the problems which their organizations 
and the economy in general are facing. 
We have not yet got round to that, but 
it should follow as a natural develop- 
ment from the work our Australian In- 
stitute of Management is doing and 
from our present University of Tech- 
nology courses. 
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CURRENT PROBLEMS DISCUSSED IN 


OVERSEAS 


JOURNALS 


Previous notes in this series dealt with articles appearing in overseas journals 


up to January or February, 1953. 
the end of March, 1953. 


MANAGEMENT ACCOUNTING 

An article by Lawrence W. Robson, 
in The Accountant, 7th March, on Busi- 
ness Organization and Accounting 
Structures, begins with a survey of the 
historical background of the develop- 
ment of accounting and of uses of bud- 
getary control and standard costs. It 
concludes with a strong contention that 
the new techniques for the aid of man- 
agement are within the field of account- 
ing, and that the profession should not 
allow them to be taken over by man- 
agement consultants outside the pro- 
fession. R. A. Chapman, in The 
Accountant, 21st March, Control of 
Capital Construction Expense — An 


Adaptable System of Cost Control, is 


a short note on estimating capital con- 
struction cost, the recording of commit- 
ments, and analysis of variations from 
the estimates. In the same issue of 
The Accountant, A. P. Ravenhill, on 
Business Forecasting, considers the 
three major elements of business fore- 
casting — periodic trading estimates, 
cash estimates, and capital expenditure 
estimates. The art of forecasting, he 
says, is an understanding of the use of 
statistics, a knowledge of economics, 
and the possession of business acumen. 

In The Canadian Chartered Account- 
ant, February, J. J. Macdonell, on 
Methods of Improving Administration, 
examines aspects of organisation and 
personnel, planning and control, and 
procedures and methods. A lecture by 
H. A. Simpson and discussion thereon 
in The Cost Accountant, March, deals 
with productivity of the office worker 
largely from the standpoint of the de- 
velopment and use of standards for 
office work. D. O. Walker, Standard 
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The present instalment brings them up to about 


Costs in Operation, in The Account- 
ants’ Journal (N.Z.), April, is a de- 
scriptive article including a treatment 
of the use of standards for selling dis- 
tribution, and administration costs, 
and for turnover. In Cost and Manage- 
ment, January, Michael Albery, dis- 
cussing the cost of cost, gives useful 
advice on how to analyse the cost of 
cost, and how to reduce it. In the Feb- 
ruary issue of Cost and Management, 
Neil K. Alexander examines alternative 
methods of treatment of supplementary 
or “fringe” labour costs. 

An article, translated from the 
French, by J. Parenteau, on Man&ge- 
ment Accounting and Conventional 
Accounting, in Accounting Research, 
January, strikes an unusual note. M. 
Parenteau does not accept the general 
preference among management ac- 
countants for integrated systems: he 
advocates the keeping of cost accounts 
in a self-contained double-entry system. 
In the National Association of Cost 
Accountants’ Bulletin, March, How to 
Build an Income Forecast, by Richard 
J. Halloran, is a case study of income 
forecasting in a firm manufacturing, 
installing, selling, and servicing air 
conditioning and refrigeration equip- 
ment. In the same issue of the Bulle- 
tin, Adolph G. Lurie discusses con- 
trolling research costs with a budget. 

In the March issue of The Controller, 
Wayne C. Marks, on Dynamic Account- 
ing to Serve Management, advocates a 
broad approach and stresses the need to 
recognise new opportunities and ex- 
tend horizons to greater benefit in serv- 
ing management. Another article in 
the March issue of The Controller, by 
Donald M. Magor, entitled Guideposts 
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to Planned Profit Control, describes a 
system of operating budgeting as used 
for financial control in the small con- 
tracting and service type of business. 

In The Journal of Accountancy, 
April, Kenneth H. Bergstrom, on The 
Accountant’s Natural Advantages in 
Developing Work Simplification Pro- 
grammes, maintains that the cost ac- 
countant’s training and experience ad- 
mirably fit him for office systems work. 

Carl M. Blumenschein, in The Illinois 
Certified Public Accountant, March, 
Control of Decentralized Accounting in 
a Multi-Plant Organisation, is a de- 
scription of the system practised in 
the Container Corporation in U.S.A. 

Two articles in the N.A.C.A. Bulle- 
tin, March, deal with defence procure- 
ment contracts. Rayford W. Harwell, 
on Defence Contract Auditing Takes a 
New Turn, reviews the main features 
of the Audit Manual recently released 
by the Comptroller of the Department 
of Defence, prescribing auditing 
policies and procedures for use in the 
audit of defence procurement contract 
costs. Kenneth C. Pippert, Keeping 
Tabs on the Facility Contract, is a case 
study of an expansion-of-plant contract 
performed for the Government on a 
cost-reimbursement basis, covering 
methods of financing, recording, and 
financial control. 


DIRECT OR MARGINAL COSTING 


An interesting article in The 
Canadian Chartered Accountant, by 
George Moller, deals with the ramifica- 
tions of marginal costing. He does not 
advocate marginal costing for general 
use in preference to the usual form of 
total costing, but rather the develop- 
ment of a cost system in such a man- 
ner that it allows marginal costing cal- 
culations and the use of the ac- 
cumulated cost information without 
cumbersome redistribution or analysis. 
The article is illustrated by a case 
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study. Paul C. Taylor, in Cost and 
Management, January, deals with the 
question of whether certain costs 
should be treated as product or period 
costs, with special reference to de- 
preciation and fringe labour costs. 
John A. Beckett, in The Journal of 
Accountancy, April, discusses the pros 
and cons of direct costing as contrasted 
with full costing, from the standpoint 
of the several fundamental objectives 
of accounting. 


INTERNAL AUDITING 


An especially interesting article in 
The Accountant, 28th March, W. G. 
Densem, Relationship Between the 
Statutory Auditor and the Internal 
Auditor, pleads for co-operation based 
on mutual respect for, and appreciation 
of, the job each has to do, his capability 
for it, and the way in which it is done. 
The article contains interesting com- 
ments on the independence of the in- 
ternal auditor. 

The March issue of The Internal 
Auditor contains a number of useful 
articles on aspects of internal auditing. 
These are:— 

To What Extent Should Internal 
Auditors Examine Check Endorse- 
ments; by the Research and Educa- 
tional Committee, Chicago chapter 
of the Institute: separate con- 
sideration is given to cheques for 
purchases of materials and ser- 
vices, pay-rolls, employee payments 
other than pay-roll, and branch, 
district or field disbursements; 

Scientific Management Control; E. D. 
McPhee: dealing with the rela- 
tionship between internal auditing 
and business management; 

The Internal Audit Approach to Bud- 
gets; M. B. T. Davies; 

Some Thoughts on the Audit Func- 
tion in Medium Sized Business; 
William Travers Jerome III: Mr. 
Jerome contends that the internal 
audit function is not confined to 
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businesses large enough to afford 
a separate auditing department, 
but can be handled as part of the 
accounting function without loss 
of the independent outlook of the 
internal auditor; 

Profit and Loss Aspects of Internal 
Auditing; F. A. Le Cates: a study 
of the annual internal audit re- 
ports for management used in Sun 
Oil Co., Philadelphia ; 

Check List for Appraising Financial 
and Accounting Department Em- 
ployees; Andrew F. Mastronardy; 

Personal Experiences in Internal 
Auditing; J. A. Glenn, the internal 
auditor of E. I. du Pont de 
Nemours & Co.; 

Let’s improve our Reports and Let- 
ters; Dennis Murphy: Mr. Murphy 
suggests thinking before we write, 
using simple words, keeping our 
sentences short, and, above all, 
avoiding the passive voice. He 
points out that “the Gettysburg 
Address required only 266 words; 
The Ten Commandments, 297 
words; the Declaration of Indepen- 
dence, 300 words; and the O.P.A. 
order to reduce the price of cab- 
bages, 26,911 words. This is no 
joke, it is a crime.” 


ACCOUNTING AND PRICE-LEVEL 
CHANGES 

W. H. Lawson, in The Accountant, 
28th February, Accounting Principles: 
their Use in Determining the State of 
Affairs and Profit or Loss of a Busi- 
ness, is a good dispassionate survey of 
the extent of difference of opinion as 
to the purpose of calculating annual 
profit—in money, in purchasing power, 
orin things? He concludes that “Few 
accountants who have studied this 
problem believe that it is either prac- 
ticable or desirable now to abandon the 
monetary postulate.” 

A note by Ian R. Taylor, in The 
Accountants’ Journal (N.Z.), April, 
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entitled LIFO—a Criticism and an 
Alternative sets out the objections to 
the use of LIFO, and suggests the alter- 
native of stock reserves appropriated 
from profit. 


DEPRECIATION 


Two articles by economists in The 
Economic Journal, March, deal with 
social aspects of depreciation account- 
ing. One, by E. D. Domar, entitled 
Depreciation, Replacement and Growth, 
examines the relationship between an- 
nual depreciation charges and invest- 
ment and between replacement and in- 
vestment and depreciation in a growing 
economy. The other, by R. A. D. 
Edgerton, entitled The Capital Co-ef- 
ficient and the Rate of Depreciation, 
deals with the failure in the theory of 
trade cycle to take sufficient account of 
the lag between the provision and the 
spending of finance for replacement. 

In The New York Certified Public 
Accountant, March, Alvin Brown ex- 
amines the effect on taxes and income 
of the diminishing-balance method of 
depreciation. 


TECHNICAL ARTICLES 


In The Canadian Chartered Account- 
ant, March, C. R. Kidner discusses cost- 
ing in the shoe industry; and R. L. B. 
Joynt, Pennywise Accounting, is a case 
study of the practice of eliminating 
cents in accounting. The Cost Ac- 
countant, March, contains a case study 
by R. V. Denby of costing in the en- 
gineering industry. Paul E. Senecal, 
in Cost and Management, January, 
deals with municipal costing problems. 

In Accounting Research, January, a 
short article by D. R. Bedford Smith 
explains and illustrates a simplified 
form of executorship accounts. In the 
same issue of Accounting Research, 
there is a review by a hospital service 
accountant of the three recent reports 
on costing in the National Hospital 
Service by the Committee of Regional 
Hospital Board Treasurers for England 
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CURRENT PROBLEMS — Continued 
and Wales, King Edward’s Hospital 
Fund for London, and the Nuffield Pro- 
vincial Hospital Trust. 

The N.A.C.A. Bulletin for March 
contains the following specialised 
articles :— 

Richard C. Percival; Time is Money: 

Accounting for Radio Revenue; 

F. Gordon Foster; Re-Work Costs 

Yield to Budgetary Control; 

Bruce F. Young; Some Preblems of 
Plant Project Accounting; 

S. Zachary Scheer; Advertising 
Agencies — Operation Finance: 
contains an outline of a simplified 
time-saving accounting system for 
advertising agencies. 


ACCOUNTING RESEARCH 


In The Journal of Accountancy, 
March, Herbert F. Taggart describes 
the troubles that arise when govern- 
ment control agencies try to prescribe 
accounting procedures. On the one 
hand, he says, government require- 
ments have stimulated the adoption of 
adequate accounting procedure and in- 
creased business reliance upon account- 
ants. But government regulations 
have often attempted to establish ac- 
counting procedures by dictatorial 
action. “What is needed is more under- 
standing of and regard for sound ac- 
counting doctrine on the part of legis- 
lators, jurists and governmental func- 
tionaries, and no bland assumption that 
accounting and accountants can be 
made to serve any desired ends, no 
matter what distortions of accounting 
principles and procedures may be in- 
volved.” Much the same note is struck 
in an article by William W. Werntz, 
entitled The Influence of Administra- 
tive Agencies on Accounting in the 
United States, in Accounting Research, 
January. Mr. Werntz expresses con- 
cern as to the curtailment of thought in 
accounting matters and as to require- 
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ments for observance of principles ill- 
suited for most accounting uses. 

In the same issue of Accounting Re- 
search, E. L. Kohler, on Recent De- 
velopments in the Formulation of 
Accounting Principles, surveys the for- 
mal statements issued from time to 
time by the American Accounting As- 
sociation, the American Institute of 
Accountants, and the Institute of Char- 
tered Accountants in England and 
Wales, and makes interesting observa- 
tions thereon, with particular reference 
to the basis of valuation used in ac- 
counting, pressure to use values which 
are higher than costs, and the use of 
reserves. 

A landmark in the development of 
accounting research is the inaugural 
lecture by Professor F. Sewell Bray, 
Stamp-Martin Professor of Accounting, 
at the Incorporated Accountants’ Hall. 
This is reviewed in a leading article in 
The Accountant, 21st March. 

The Canadian Chartered Account- 
ant, March, publishes research bulletin 
No. 9 of the Committee on Accounting 
and Auditing Research, Canadian In- 
stitute of Chartered Accountants, 
which deals with inappropriate uses of 
the term “reserve”. Generally, the 
bulletin follows the same lines as the 
recommendations of the American In- 
stitute of Accountants and the Institute 
of Chartered Accountants in England 
and Wales, but it does not recommend 
the use of the term “provision” in some 
of the senses in which reserve has been 
used which have become customary in 
England and Australia. 


PUBLISHED ACCOUNTS 


Howard I. Ross, in The Canadian 
Chartered Accountant, February, deals 
with the presentation of consolidated 
earnings, with particular reference to 
consolidated-earnings statements in 
prospectuses. In the March issue of 
The Canadian Chartered Accountant 
there is a report of studies by the 
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Canadian Institute of Chartered Ac- 
countants Research Department on 
analysis of presentation techniques in 
annual financial reports. These studies 
deal with disclosure of doubtful ac- 
counts and the terminology used, mar- 
ketable securities—basis of valuation 
and market values, and inventories— 
basis of valuation, determination and/ 
or certification of inventory figure and 
inventory reserves. 


In The New York Certified Public 
Accountant, February, Edward J. Mal- 
lon, on Financial Statements for Life 
Insurance Companies, discusses the 
special features of life assurance ac- 
counting and the changes made in 
forms of annual statements which are 
required to be filed by companies in 
U.S.A. 


In The Illinois Certified Public Ac- 
countant, March, William L. Campfield, 
on Disclosure in Financial Statements 
is Guided by Specific Needs of Readers, 
describes the ways in which a public 
accountant helps in improving report- 
ing to owners, management, creditors, 
and the public. He makes the point 
that simplification may be carried to 
the stage at which full disclosure is 
handicapped and technical standards 
are abandoned completely. Trends in 
Annual Reports—a Three-Year Study, 
in The Controller, March, is a survey 
of the annual reports of 152 companies 
in U.S.A. 


AUDITING 

Louis H. Rappaport, in The Journal 
of Accountancy, March, in an article 
entitled Accountant’s Responsibility for 
Events Occurring After the Statement 
Date, examines the accountant’s re- 
sponsibility in the light of a judicial 
decision in an action against officers 
and auditors of a motion-picture com- 
pany for alleged misrepresentation be- 
cause of failure to disclose a contingent 
obligation under a lease of a studio. 
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Donald M. Russell, in The Illinois 
Certified Public Accountant, March, on 
The Public Accountant’s Viewpoint as 
to Net Income, discusses some of the 
fundamental concepts and conventions 
in calculation of net income, and 
analyses the areas in which trouble- 
some problems arise in applying these 
concepts and conventions. 

In the same issue of The Illinois Cer- 
tified Public Accountant, James R. 
Schaefer discusses the use of statistical 
method in test checking, and Robert G. 
Reynolds examines the special features 
of municipal audits. 


In a series of articles on investiga- 
tions in The Accountant, Angus Mac- 
beath discusses investigations of 
frauds, in the issue of 21st February, 
taxation investigations, in the issue of 
28th February, and cost investigations, 
in the issue of 7th March. 


PUBLIC PRACTICE 

In The Accountants’ Journal (N.Z.), 
April, J. E. Critchley, on Problems of 
the Small Practitioner, deals with office 
organisation, fees, growing pains of a 
practice, whether to specialise or not, 
branch offices, and the organisation of 
income tax work. 


In The Journal of Accountancy, 
March, Robert E. Witschey studies 
three challenges to every C.P.A. serv- 
ing small local clients. These are— 
how to render high-level accounting 
service; how to tailor this service to 
the small client; and how to charge him 
a fair and adequate fee. In The Jour- 
nal of Accountancy, March, the Com- 
mittee on the Natural Business Year, 
Illinois Society of Certified Public 
Accountants, surveys the advantages 
and disadvantages in changing a client 
to a natural business year from the 
standpoint of income tax, S.E.C. re- 
quirements, the requirements of re- 
gulatory agencies, credit and auditing 
problems. Another article on the same 
subject by the Committee appears in 
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The Illinois Certified Public Account- 
ant, March. 

Each month’s issue of Accountancy 
for some time has contained an enter- 
taining article by Ernest Evan Spicer 
under the general title Leaves from the 
Notebook of a Professional Accountant. 
The article in the March issue deals 
with co-operation between lawyers and 
accountants and by use of an apo- 
cryphal case illustrates “a few of the 
ways in which lawyers and accountants 
can work together to their mutual ad- 
vantage, without in any way endanger- 
ing harmonious relations or treading 
on one another’s chilblains.” 


The Journal of Accountancy, April, 
reproduces the complete official text of 
the rules of professional conduct of the 
American Institute of Accountants. 


ACCOUNTING AND TAXATION 


Reference was made in the last in- 
stalment of these notes to articles in 
American and Canadian journals re- 
garding the growing divergence be- 
tween accounting and taxation concepts 
of income. An _ editorial in The 
Canadian Chartered Accountant, Feb- 
ruary, comments on Professor Smythe’s 
article in the December issue of The 
Canadian Chartered Accountant and 
Professor Cannon’s article in The 
Accounting Review, October. The 
editorial disagrees with Professor Can- 
non’s thesis that taxable income should 
be frankly recognised as different from 
business income. 


In the N.A.C.A. Bulletin, March, 
R. A. Doherty deals with the same 
problem. He studies the points of con- 
flict between accounting and taxation 
concepts, and says that the basic dif- 
ference is that the principle of associa- 
tion of income and expenses, which is 
accepted and advocated as much as pos- 
sible under the accounting concept, is 
repudiated and disregarded under the 
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income tax concept. The best method 
of effecting reconciliation, he thinks, 
would be by legislation changing the 
income tax concept. He is pessimistic 
about the probability of any compre- 
hensive change, but suggests an attack 
on a particularly vulnerable procedure 
—the income-tax treatment of prepay- 
ments receivable. 

In the N.A.C.A. Bulletin, March, 
Edgar C. Meisky, Tax Planning In- 
volves the Cost Accountant, describes 
the way in which the cost accountant 
can help in the taxation aspects of de- 
preciation, obsolescence, inventory 
valuation, and change in the account- 
ing period. 


COMPANY LAW 


Barry Pinson, in The Accountant, 
28th March, discusses some of the 
clauses commonly found in modern 
Articles of Association restricting 
share transfers, and some of the legal 
principles governing the right of direc- 
tors to refuse proposed transfers. 

The Accountants’ Journal (London), 
March, contains an article by F. G. 
Beard on the new South African Com- 
panies Amendment Act, which the 
article maintains is ahead of English 
law in certain respects. 


SHARE VALUATIONS 


In The Controller, March, Donald R. 
Thompson discusses the vexed question 
of the valuation of closely held corpora- 
tion stock, and examines the factors in- 
volved, namely, earnings, book value, 
dividend-paying capacity, current 
economic conditions, future prospects, 
marketability, and other factors. 


EDUCATION 
Gertrude Mulcahy, in The Canadian 
Chartered Accountant, March, makes 
an analysis of examination results and 
reasons for candidates’ failures based 
on the examinations of the Canadian 
Institute of Chartered Accountants. 
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The article is commended to every ac- 
countancy student and coach. There 
can be little doubt that the conclusions 
arrived at as to reasons for candidates’ 
failures are as valid in Australia as 
they are in Canada. 

The addresses of publications re- 
ferred to in this article are as follows: 
The Accountant, 4 Drapers Gardens, 

Throgmorton Avenue, London, E.C.2, 

England. 

The Journal of Accountancy, 270 
Madison Avenue, New York 16, N.Y., 
U.S.A. ; 

The Canadian Chartered Accountant, 
10 Adelaide Street East, Toronto, 
Ontario, Canada. 

The Cost Accountant, 63 Portland 
Place, London, W.1, England. 

The Accountants’ Journal (N.Z.), York 
House, Lambton Quay, Wellington, 
C.1, N.Z. 

Cost and Management, 66 King Street 
East, Hamilton, Ontario, Canada. 


Accounting Research, Bentley House, 
200 Euston Road, London, W.1, Eng- 
land. 

National Association of Cost Account- 
ants’ Bulletins, 505 Park Avenue, 
New York 22, N.Y., U.S.A. 

The Controller, 1 East 42nd Street, 
New York 17, N.Y., U.S.A. 

The Illinois Certified Public Account- 
ant, 208 South La Salle Street, 
Chicago 4, U.S.A. 

The Internal Auditor, 120 Wall Street, 
New York 5, N.Y., U.S.A. 

The Economic Journal, Royal Economic 
Society, 4 Portugal Street, London, 
W.C.2, England. 

The New York Certified Public Ac- 
countant, 677 Fifth Avenue, New 
York 22, N.Y., U.S.A. 

Accountancy, Incorporated Account- 
ants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, Eng- 
land. 

The Accountants’ Journal (London), 
22 Bedford Square, London, W.C.1, 
England. 

A.A.F. 





for appointments as examiners. 


and 1955, 





on of the Society 


Attention is drawn to advertisements appearing in this issue inviting applications 


The advertisement on page viii sets out the appoint- 
ments to be made for examinations for the new syllabus which will commence in 1954, 
and the advertisement on page 311 announces a vacancy for a State examiner in 
Company Law in Queensland for Syllabus F examinations to be conducted in 1954 
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WHY WE ACT AS WE DO 


By R. E. MASKELL 


Mr. V. L. Gole’s article, “Do In- 
vestors Behave Rationally?” (June, 
1953) might very well have been called 
“Why we act as we do.” 

Dr. Philip Eisenberg, Ph.D., in a 
book bearing this title, asks and 
answers this profound question con- 
vincingly. 

The eminent English economist, the 
late Lord Keynes (who is profusely 
quoted in Mr. Gole’s article) did not 
set out to answer this question, nor was 
it uppermost in his mind, when he pub- 
lished in 1936 “The General Theory of 
Employment, Interest and Money.” 
Briefly, Keynes’ discussion was con- 
cerned with the prices which determine 
the value of effective demand, an insuf- 
ficiency of which leads to unemploy- 
ment, and an excess of which causes 
inflation. By saying this I am not sug- 
gesting that the concepts developed by 
Keynes are limited to the uses to which 
he put them. 

However, since Keynes’ general 
theory dealt with the economic system 
as a whole, the terms investment, sav- 
ing and income mean aggregate or total 
national or social investment, saving or 
income. 

This use of the term “investment” 
should be carefully distinguished from 
purely financial investment such as the 
buying of a share, stocks or bond in the 
securities market. 

For example, according to Keynes, 
when new securities are issued to 
finance plant, etc., and materials and 
labour are bought to build real capital 
assets, it is the real capital assets and 
not the purchase of the securities as 
such that constitute the real invest- 
ment. 


Keynes in the General Theory dis- 
cussed aggregate or collective saving. 
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Individual saving is not-spending for 
consumption, and the failure to spend 
by an individual may reduce the income 
of others. This will impair their ability 
to save. 

Keynes set out to show that the fun- 
damental fact about saving is that its 
volume depends upon income. 

The danger of using the specialised 
Keynesian analysis or terminology is 
demonstrated by Mr. Gole’s statement, 
“People only have money to save and 
consequently to invest, if, financially, 
they can keep ahead of their consump- 
tion needs.” 

In actual fact, Mr. Gole has not 
answered the question, nor has he 
helped us to answer the question, “Are 
Investors Intelligent People?” Through- 
out life we all try to infer capacities or 
abilities. But all we know is what a 
man does; we never see his intelligence. 
Ordinarily all we can know is how in- 
telligently a man deals with the prob- 
lems we see him tackle. 

But how do we know when an act is 
intelligent or not? The answer lies in 
how well the man solves a problem. A 
problem itself allows several degrees of 
success. 

Put in another way, I think it would 
be more helpful to ask “What kinds of 
people buy and sell securities on the 
Stock Exchange, and thereby influence 
their prices?” 

This can be answered without the use 
of Keynesian language and I think 
without the same great danger of con- 
fusion. 

If Keynes is to be quoted at all, then 
I consider this quotation from page 156 
of the General Theory is apposite and 
perhaps helpful: 

“Speculative operations may be lik- 
ened to those newspaper competitions 
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WHY WE ACT AS WE DO — Continued 


in which the competitors have to pick 
out the six prettiest faces from a hun- 
dred photographs, the prize being 
awarded to the competitor whose choice 
most nearly corresponds to the aver- 
age preferences of the competitors as a 
whole; so that each competitor has to 
pick, not the faces which he himself 
finds prettiest, but those which he 
thinks likeliest to catch the fancy of the 
other competitors, all of whom are look- 
ing at the problem from the same 
point of view. It is not a case of 
choosing those which, to the best of 
one’s judgment, are really the prettiest, 
nor even those which average opimion 
generally thinks the prettiest. We have 
reached the third degree, when we de- 
vote our intelligence to anticipating 
what average opinion expects average 
opinion to be. And there are some, I be- 
lieve, who practise the fourth, fifth and 
higher degrees. 


“If the reader interjects that there 
must surely be large profits to be gained 
from the other players in the long run 
by a skilled individual who, unperturbed 
by the prevailing pastime, continues to 
purchase investments on the best 
genuine long-term expectations he can 
frame, he must be answered, first of all, 
that there are, indeed, such serious- 
minded individuals and that it makes a 
vast difference to an investment mar- 
ket whether or not they predominate in 
their influence over the game-players. 
But. . . it needs more intelligence to 
defeat the forces of time and our ig- 
norance of the future than to beat the 
gun.” 


Thus, to a greater or less extent, the 
current prices of shares, whether ordi- 
naries or preferences but particularly 
the former, are what they are because 
they are expected to be different in the 
near future, not because they entitle 
the holder to such-and-such an income 
(predicted with a greater or less degree 
of certainty) in the future. 
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This being so, it is often difficult, 
without access to Stock Exchange gos- 
sip, to make sense of the current price 
of a particular issue of shares on a par- 
ticular day. 


According to Brian Tew, “Wealth 
and Income” — “. .. we can only con- 
clude that the consequences of specula- 
tion do not readily lend themselves to 
generalizations.” 


This is essentially true of the world 
at large. 


For myself, acting rationally or 
otherwise, I try to find out something 
of how the business is managed, the 
personnel of this top-management, and 
the names of the active directors. 


Of course, there are other factors, 
but in the absence of informative and 
helpful “inside information,” the con- 
ventional published statements are not 
really helpful — in this I agree with 
Mr. Gole. 


The Companies Advisory Committee 
attached to the Victorian Council is ex- 
amining this complex and fascinating 
problem at the moment. 


Why do we act as we do? According 
to Dr Eisenberg, an acknowledged 
authority in this sphere, “... Facts 
such as these have led many to believe 
that human beings are basically irra- 
tional creatures, swayed only by pas- 
sions. Superficially, this view may 
seem to be correct because people do 
hold prejudices against their best in- 
terests, and because people often try 
to solve their problems in ways which 
are obviously inadequate. But if we 
dig deeper into the mechanisms of 
human behaviour we find a different 
story. While people do not usually 
reason out every alternative before they 
make a decision, they are not wildly 
emotional either. 


“They are as reasonable as they can 
be within the limits of their under- 
standing.” 





BOOK REVIEWS 


Modern Business Practice: J. R. Barber. 
Sir Isaac Pitman & Sons Ltd., Mel- 
bourne, 1953. Pp. xii + 329. Price 
17/6. 


HEN you come to think of it, the 

practice of accounting presupposes 
a complete knowledge of business prac- 
tice. O course, you and I, dear reader, 
have such a knowledge: we learned it, 
or picked it up, years ago. But, wait a 
moment. Has the practice changed 
since we learned it, and do we really 
now know what we learned? 

Another point: most of us are keep- 
ing a more or less critical eye on the 
progress in accounting studies of some 
young man who is under our care. Do 
we lightly assume that he knows 
enough about business practice to make 
an intelligent study of the ways in 
which the results of business practice 
are accounted for? Do we expect him 
to pick up his knowledge entirely from 
experience, even though his_ school 
career has not included anything re- 
motely resembling a course in business 
practice? Do we fully realize that even 
the accountancy associations do not re- 
quire from their candidates any evi- 
dence of their having studied such a 
course ? 

Consider those questions and then 
have a look at this volume. If you do, 
you'll buy it—maybe several copies— 
see that your “juniors” read it, and 
place at least one copy handy on your 
shelves so that you may surreptitiously 
consult it on those many occasions when 
neither you nor anyone on your staff 
knows the present answer to something 
that you knew years ago—but have 
long since forgotten. 

As the publishers’ note says, “This 
book has an honourable lineage.” It is 
the successor of Pitman’s New Course 
in Business Principles and Pitman’s 
Modern Course in Business Principles, 
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which between them were standard 
works for nearly fifty years. 

In addition to general office practice, 
such as letter writing, postal, tele 
graphic and telephone services, index- 
ing, filing and the like, it covers an out- 
line of the elements of commercial law, 
money and banking, partnerships and 
companies, insurance, stock exchange 
practice, the principles of taxation. It 
also includes a useful appendix of forms, 
commercial terms and abbreviations. 
Each of the 30 chapters concludes with 
a series of questions on the contents of 
the chapter. 

Mr. Barber writes fluently and at- 
tractively, with a light touch, but, at 
the same time, a careful attention to 
detail. 

Altogether, for the purposes which 
the book seeks to serve, namely to 
“cover the syllabuses of the Commercial 
Schoo!s and Colleges” and to provide an 
“interesting book of reference on every- 
day problems for experienced people,” 
it is very good value for the money. 

—A.AF. 


Report of an Experiment in Hospital 


Costing. Nuffield Provincial Hos- 
pitals’ Trust; Oxford, 1952; Pp. 235. 
Price 5/- Stg. 


This report was prepared in response 
to the invitation of the British Minister 
of Health to both the King Edward's 
Fund and the Nuffield Trust to under- 
take the complete unit costing of 4 
small number of representative London 
and provincial hospitals. 

The report aims to provide a system 
that informs responsible staff members, 
indicates increases of expenditure and 
reasons for alterations, provides a coml- 
parison between hospitals and a basis 
for global allocation of funds; a com- 
prehensive list of objects undoubtedly. 
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BOOK REVIEWS — Continued 


The Trust was mindful also of the cost 
of costing and accordingly sought sim- 
plicity. 

The report sets out that it is possible 
to have a costing system based on the 
activities of hospitals, classifying them 
into medical departments and service 
departments. 

The sections of the report devoted to 
the subject of depreciation are valu- 
able; dealing with the usual sound 
reasons for the inclusion of deprecia- 
tion as well as pointing out fairly the 
difficulties, together with the legitimate 
reasons for the non-inclusion of de- 
preciation. Experimentation in other 
directions to solve this problem is sug- 
gested. 

Valuable tables prepared as a result 
of the year’s experiments are included 
and in particular, the samples of 
Departmental Cost Statements are suit- 
able for use as model forms in Aus- 
tralian hospitals. The expenditure 
headings and the statistical informa- 
tion are clearly presented. The tables 
are extensive in their scope and cover 
most departments of hospitals. As is 
experience in this country they disclose 
great variances between individual 
hospitals of a similar type. 

Prime cost is the basic principle 
maintained for charging department- 
ally, and functional activity is the basis 
of allocation. One is impressed by the 
attempts made to provide a suitable 
cost unit for departments producing 
treatments that vary considerably in 
degree: the number of treatments in 
some departments, such as laboratories, 
can be large and varied. This is a real 
problem because there is no such thing 
as an average patient or average treat- 
ment. Weighted values have been al- 
lotted to particular treatments in an 
endeavour to overcome this difficulty 
and to provide a suitable basis for com- 
parison between hospitals. This sec- 
tion of the report is perhaps the most 
valuable. 
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Special studies of the subject of func- 
tional costing and the methods of arriv- 
ing at standards had to be pursued. 
Time and motion studies were under- 
taken and, for example, methods of pre- 
paring payrolls, their recording, pay 
preparation, and delivery are investi- 
gated and useful practical experience 
is given. Stores, laundry and catering 
are also studied. 

The recommendations arrived at by 
the Trust are sound and progressive as 
well as being economical. The Report 
is recommended to all interested in hos- 
pital administration. 

R.G. 


Cost Accountancy in Agriculture. L. W. 
Bolton; Gee & Co. Ltd., London; pp. 
88, price 29/3. Our copy from The 
Law Book Co. of Australasia Pty. 
Ltd. 


HIS work describes in reasonable 
detail the establishment of appro- 
priate cost centres for primary produc- 
tion and outlines the basis of the cost 
accounting entries through the various 
records. The book is reasonably good 
up to that point, but unfortunately it 
lacks some of the most important fea- 
tures which one would expect to find. 
The concluding chapter makes passing 
reference to the use of the cost account- 
ing records as an aid to management, 
but it does seem regrettable that the 
whole of the book deals only with histo- 
rical costing. This fault is even more 
grave because the long-term nature of 
primary production nullifies more than 
in most manufacturing activities any 
limited benefit which this antiquated 
form of cost accounting might render. 
In fact, one might have serious fears 
for the well-being of any cost account- 
ant who was a year belated in report- 
ing an unfavourable cost trend! 
No suggestion is made concerning 
the establishment of standard costs, 
nor the use of the advantages which this 
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technique makes’ available. The 
author does not make clear which ef 
the various accounting statements 
which he recommends should be sub- 
mitted to the farmer, but it would ap- 
pear that those which he has in mind 
are set out merely as departmental 
profit and loss accounts. The farmer 
in conseauence is not helped by the 
knowledge that certain specific items 
of cost have varied from the standard 
(there being in fact no standard en- 
visaged), and it follows therefore that 
he is not supplied with information of 
variances in respect of price, usage, or 
other factors. 

The application of budgetary control 
principles to farming is not mention- 
ed, yet this technique has proved ideal 
for primary producers. 


The text is well illustrated by ex- 
amples, though reference to these is 
made somewhat more difficult for the 
reader by the grouping of all the ex- 
amples in an appendix at the back of 
the book, and the omission even of 
cross references to the text. 


—H. F. FOX. 


Honour’s Principles and Practice of 
Profits Insurance, 2nd Edition: W. B. 
Honour and R. A. Davison; Butter- 
worth & Co. (Australia) Ltd. 1952. 
Pp. xvi + 487, price 68/-, rebate for 
cash within 30 days, 5/-. 


IS very readable book is a welcome 

addition to the literature on a sub- 
ject to which, properly, more and more 
attention is being given. It is written 
for the practising accountant, the com- 
mercial accountant, the business execu- 
tive, and the insurance man, and clearly 
shows the role of each in the most im- 
portant matter of ensuring continuity 
of income of a business equivalent to 
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the net profits lost because of a fire or 
other contingency. 


The scope of the work is compreher- 
sive and the treatment, necessarily de- 
tailed, is sound without being aeademic 
or technical. A tribute is paid to the 
authors’ success in providing a working 
handbook and a work of reference—no 
easy task. 


A feature to which this reviewer 
gives warm approval is that directing 
attention to the necessity for the pro- 
tection of the interests of shareholders, 
beneficiaries, mortgagees and others 
closely affected by the earnings of a 
business or trust, and to the responsi- 
bilities of directors and trustees in that 
regard. The authors say something 
which needed to be said and placed 
authoritatively on record. 


The table of cases is a valuable in- 
clusion. There are ten appendices giv- 
ing a liberal measure of reference ma- 
terial and information. Appendix I is 
most useful. It discusses analysis of 
accounts to determine the sum to be in- 
sured. The formation of the Australian 
Society of Accountants out of the Con- 
monwealth and Federal Institutes and 
the Association of Accountants of Aus- 
tralia will be reflected in the conse- 
quential alteration of Condition 5 of the 
Australian Companies’ form of policy. 
The wording of the Condition in Appen- 
dix IV (page 405) is as it stood when 
the book went to press. 


The index is full and is assisted by 
the detailed table of contents numbered 
to sections and pages. 


Some aspects of the work, naturally, 
are matters of opinion, and Mr. Honour 
makes that clear. There are one or two 
statements which reflect the particular 
circumstances of the first edition, which 
was a limited one, published in 1950, for 
private circulation under specific spon- 
sorship. 


—J.R.B. 


July, 1953 
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THE METHOD OF 


INCORPORATION 


OF A PROPRIETARY COMPANY 


(Submitted by the Companies Advisory Panel.) 


ECTION 26 of the Victorian Com- 
panies Act, 1938, contains impor- 
tant provisions for the protection of 
third parties who may be affected by 
the formation of a proprietary com- 
pany. Briefly stated, this Section re- 
quires persons intending to form a pro- 
prietary company to give notice of that 
intention to the Registrar-General at 
least 31 days before the issue of the cer- 
tificate of incorporation, and to publish 
that notice in the daily Press. 


It also authorises any person to lodge 
a caveat objecting to the issue of the 
certificate of incorporation. The reason 
for the notice of intention and its pub- 
lication is, obviously, to inform inter- 
ested parties of the intention to en- 
able them to object if they wish. There 
can be no doubt that such was the in- 
tention of the Legislators. 


In the same Section (Sub-section (6) ), 
they also saw fit to set up the procedure 
to enable a public company to become a 
proprietary company, but, unfortun- 
ately, omitted to provide for any notice 
of intention by the company. This Sub- 
section has made it possible for com- 
pany promoters to avoid the other pro- 
visions of the Section, and to proceed 
with the formation of proprietary com- 
panies by the simple expedient of incor- 


porating first as a public company and 
then converting to a proprietary com- 
pany. 

It is not suggested that this practice 
has been adopted for any reason other 
than the desire to facilitate and ac- 
celerate the formality of company in- 
corporation. It is, however, widespread 
and it must be admitted that it pro- 
vides unscrupulous persons with the 
means of limiting their liability and 
concealing their affairs without the 
prior knowledge of their creditors and 
others. 

The concealment of accounts is one 
aspect of this question which must be 
emphasised, because it is usually the 
principal inducement to seek proprie- 
tary company status. In this regard, 
the reader is referred to Section 122 
(C), which relieves a proprietary com- 
pany from the obligation to have its ac- 
counts audited and made public. 

This Panel considers that public at- 
tention should be focused on this prac- 
tice, and recommends that Section 26 
(G) be amended to provide that a pub- 
lic company intending to convert to a 
proprietary company must lodge notice 
of intention to apply for a certificate of 
incorporation as a proprietary company, 
and publish that notice, in the manner 
laid down in Section 26 (8) (a). 





conducted in 1954 and 1955, 


State Registrar. 





later than 30 September, 1953. 


AUSTRALIAN SOCIETY OF ACCOUNTANTS 
EXAMINER IN COMPANY LAW 


Applications are invited by the Council of the Queensland Division for the ap- 
pointment of State Examiner in Company Law for Syllabus F for examinations to be 


The duties will include the setting of one paper in the subject and the marking of 
answers submitted by candidates in oe 

The remuneration will be in accordance with the scale of fees determined by 
General Council, details of which will be supplied upon application in writing to the 


Applications, containing full particulars of qualifications and experience, must 
be lodged with the State Registrar, Empire Building, Wharf Street, Brisbane, not 
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NEWS AND NOTES 


Congratulations are extended to the 
following members of the Society, who 
were recently honoured by Her Majesty 
the Queen and who were awarded Coro- 


nation Medals :— 
C.B.E. 
(Commander of the Order of the British 
Empire) 

Harold Patrick Breen, A.A.S.A., Permanent 
Head of the Department of Defence Pro- 
duction. 

William Ernest Dunk, A.A.S.A., Chairman of 
the Commonwealth Public Service Board 
of Commissioners. 


O.B.E. 

(Officer of the Order of the British Empire) 

Adolf Alexander Fitzgerald, B.Com., F.A.S.A., 
Public Accountant, Chairman of Common- 
wealth Grants Commission and member of 
the Victorian and General Councils of Aus- 
tralian Society of Accountants. 

Harold Charles Green, A.A.S.A., Director and 
General Manager, Sidney Cooke Ltd. 

Tracy Hubert Dutton, A.A.S.A., Accountant, 
Australian Head Office, Guardian Assurance 
Co. Ltd. 

CORONATION MEDALS. 
Victoria—Messrs. C. W. Andersen, E. C. 

Bates, H. P. Breen, J. R. Briggs, W. J. Cahill, 

H. J. Camier, M. Chamberlain, D. L. Chipp, E. 

B. Coles, A. R. Conn, (Miss) M. F. J. Cooper, 

Group-Captain D. A. J. Creal, Ce J. Cunning- 

ham, C. W. Davis, Chaplain C. K. Daws, = 

F. W. Dawson, J. a Dillon, L. H. Dillon, B 

D. Dynon, E. R. Ebbs, L. B. Evans, J. D. 

Fagan, S. F. Tiny A. A. Fitzgerald, T. 

Forristal, F. ' Fritsch, A. J. Gairns, F. W. 

Glare, Col. R. R. Gordon, E. W. R. Grace, W. 

J. Gray, H. C. Green, P. W. Haddy, Miss F. 

E. Haines, J. C. Harrison, R. G. Hatfield, R. 

W. Heskett, V. R. Hill, Cr. J. C. Hogan, S. 

B. Holder, R. D. Howells, C. R. B. James, F. 

A. Johns, W. J. Jungwirth, E. Kennedy, A 

C. J. Lampshire, D. A. Lancaster, Group- 

Captain J. F. Lawson, P. C. Leigh, W. H. 

Louch, V. A. Lyons, V. R. McBride, M. E. 

McCarthy, Cr. J. A. McDonald, J. C. Mac- 

Gibbon, D. V. McNamara, J. D. McNamara, 

I. W. MeVilly, H. J. Martin, Group-Captain 

W. D. Mason, W. H. Matthew, A. E. Miller, 

F. R. Mogg, J. E. Morley, H. G. Murphy, W. 

H. Neville, H. C. Newman, G. N. Nice, L. G. 

Norman, J. Ogilvy, D. O. Oldfield, H. E. 

Palmer, C. R. Parsons, J. C. Perry, E. A. 

Peverill, J. H. Phillips, R. R. Phillips, H. A. 

me &. FB. chee aig W. M. Powell, J. D. 

Quine, C. G. Rankin, J. R. Ray, M. G. Roberts, 

D. C. Robertson, ot A. Robertson, K. v. 

Robinson, Cr. C. F. Rooks, R. A. Rowe, E. H. 

tuddell, T. J. Rudkins, A. G. Salisbury, W. 

A. Sandall, L. A. Schumer, A. J. S. Scott, Cr. 

F. P. Selleck, N. M. Simmons, G. G. Sinclair, 

M. G. Sloman, J. T. Smith, A. T. Smithers, 

E. T. Spackman, Miss N. L. Stephenson, Maj.- 

Gen. J. E. S. Stevens, J. A. W. Stevenson, 
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Cr. N. Stewart, J. B. Tait, E. J. R. Taylor, 
W. J. Taylor, . H. Thomas, J. A. Thomson, 
A. C. Tingate, E Vance, W. D. Vaughan, 
L. Voumard, Q.C., - Wade, J . we Waldron, 
A. N. =, deg a. G. Wheeler, A. G, 
Whitlam, J. E. Wilkie, E. <. Williams, J. F. 
Williams, N. R. Williams, L . J. Williamson, 
R. V. Wines, T. M. Wright. 

New South Wales—Messrs. A. S. Allen, 
D. R. Armstrong, T. Armstrong, J. P. Bar- 
nett, H. A. Barrenger, C. O. Beck, C. Biggers, 
H. E. Bishop, F. C. Bock, R. D. Bogan, G. W. 
Brain, J. Brophy, H. G. Carruthers, I. V. 
Cartledge, H. W. Chancellor, B. Curran, W. 
E. Dunk, E. S. Dusting, J. A. Farley, G. J. 
Gavey, S. H. Gillies, H. J. Goodes, J. W. 
Goodsell, G. F. B. Grill, J. A. L. Gunn, J. R. 
Halligan, J. H. Healy, W. P. Henson, C. R. 
Hicking, J. K. S. Houison, J. W. R. Hughes, 
R. A. Irish, C. R. Kelynack, A. N. C. Leslie, 
V. C. Lohan, S. Lucas, E. E. McPherson, R. 
J. Mair, A. L. Morse, S. M. Norton, A. J. R. 
Parsons, O. H. Paton, J. T. Pinner, C. H. 
Prosser, E. T. Pysden, F. ‘Robson, C. G. 
Schroder, W. Scott, B. O. Smith, B. S. Smith, 
A. E. Symons, H. J. Trist. 

Queensland—Messrs. J. L. Amies, J. Bur- 
rows, F. P. Byrne, R. W. Cameron, C. B. 
Campbell, O. Clark, P. G. Close, F. I. Cross, 
R. H. Crust, P. J. Donnollan, E. N. Drury, 
R. H. Evans, Sir A. W. Fadden, Messrs. 0. 
Ford, O. T. Fullager, R. Gardiner, W. T. 
Gettons, E. P. Griffin, W. G. Hamilton, C. P. 
Hainify, T. A. Hiley, T. G. Hope, H. H. 
Hopkins, W. C. L. Howell, J. Irwin, J. A. 
Irwin, P. G. Johnston, T. C. Kerr, W. H. Kidd, 
C. T. Leach, L. W. Luckins, R. W. Lupton, 
T. Lyons, E. McCormack, J. McCracker, W 
R. McDonald, J. Mitchell, L. G. Neill, J. W. 
Peden, W. Z. Peters, A. E. Phillips, R. B. J. 
Pilbeam, C. A. Poole, J. Reid, S. A. N. Ridge- 
way, B. E. Riding, J. T. Russell, J. Simpson, 
J. C. Slaughter, C. S. Tait, R. H. Tait, C. 
Tanner, M. J. Taylor, W. Todd, A. H. Tucker, 
L. P. Waller, J. Ward, C. deG. Williams, J. 
Wilson, R. J. Wrench. 

South Australia—Messrs. I. J. Ball, C. S. 
Bertram, W. P. Bishop, W. H. Bowering, A. R. 
corsage F. F. Chambers, G. D. Combe, F. C. 
Drew, A. D. Drummond, C. H. Impett, J. N. 
Keynes, F. J. McNally, R. F. Middleton, W. 
E. Miller, E. L. Mitton, W. St. B. More, M. 
A. F. Pearce, C. A. Pounsett, T. F. Rice, C. 
L. Ryan, A. E. Sampson, K. G. Shapter, G. E. 
Sunter, H. C. Thomas, N. T. Todd, R. S. 
Turner, O. H. Walter, D. G. Woodards. _ 

Western Australia—-Messrs. H. R. C. Ad- 
kins, T. H. Andersen, M. H. C. Becher, R. J. 
Bond. W. S. Bown, T. P. Burke, H. W. 
ey W. A. Carcary, A. H. Christian, C. 

. M. Court, O.B.E., M.L.A., R. C. Crowther, 
W. V. Fyfe, J. H. Glynn, C. G. Hammond, W. 
Hayes, W. Hegney, M.L.A., W. H. Howard, 
N. G. Humphries, S. E. Lapham, M.L.A., G. 
A. Lindsay, C. P. Mathea, G. F. C. Mathea, 
A. L. Mathews, R. H. Miller, R. E. Moyle, 


The Australian Accountant, July, 1953 





NEWS AND NOTES — Continued 


J. C. Newbery, W. R. Nicholas, T. E. Owen, 
A. J. Reid, W. H. Robinson, G. N. Rosenberg, 
R. M. Rowell, E. S. Saw, R. H. Smith, S. A. 
Taylor, R. J. Wilkinson, W. C. Williams, W. 
J. Yeomans. 

Tasmania—Messrs. R. H. Brown, M.L.C., 
F. J. Carter, H. J. R. Cole, H. A. Coward, E. 
T. Domeney, C. E. Fisher, L. L. Hibbard, 
N. G. Hutton, Sir Claude James, Messrs. W. 
T. Loney, Senator N. E. McKenna, Messrs. 
E. G. Record, M.L.C., H. E. Roberts, R. A. 
Rowe, E. R. Sargent, A. B. Smith, G. F. 
Sorell, W. R. Spinner, C. S. Staubi, A. E. 
Wadsley, R. B. Ward. 


VICTORIAN DIVISION. 


Luncheon Meetings. 

Mr. Oswald Burt, prominent Melbourne 
solicitor, addressed members of the Division 
at the luncheon meeting held on June 9, 1953. 
He spoke on the subject “Accountancy and 
the Law.” Mr. Burt, who for many years has 
been closely associated with the accountancy 
profession, related some interesting anecdotes 
of his association with accountants in cases 
in which he has been consulted. He also gave 
several instances in which the legal profession 
can be compared with our own. 

Members of this Divisional Council are 
delighted with the successful attendances at 
luncheon meetings already held this year. It 
is noted however that there are still several 
members of the Division who are not availing 
themselves of the opportunity of meeting 
socially their colleagues in the profession. 
The luncheons are held regularly on the 
second Tuesday of each month, and any mem- 
ber wishing to have his name added to the 
mailing list should notify the State Registrar. 

Bendigo Branch. 

The Inaugural Meeting of the Bendigo 
Branch of the Society was held in Favaloro’s 
Café at 7.45 p.m. on Thursday, June 4, 1953. 
His Worship, the Mayor of Bendigo, was the 
Guest of Honour and congratulated the So- 
ciety on its implementation of the amalgama- 
tion proposals. The Vice-President of the 
Society, Mr. G. E. Fitzgerald, addressed the 
meeting on the activities of the General and 
Divisional Councils and generally outlined the 
present and future policy of the Society. The 
State Vice-President, Mr. J. R. Barber, de- 
livered a most entertaining and informative 
talk on “Back Stage with Insurance.” During 
his address, Mr. Barber related several human 
interest stories that have come to his know- 
ledge during his association with insurance. 
The State President, Mr. L. H. Dillon, Mr. 
N. Smith, a member of the Victorian Divi- 
sional Council, and the State Registrar, Mr. 

L. Chipp, were also present at the 
meeting. 
Ballarat Branch. 
_ The activities of the Ballarat Branch were 
Inaugurated with a Dinner and Social Even- 
ing on June 15 at the “Ballarat Wattle” when 
50 members were present. The General Coun- 
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cil of the Society was represented by Mr. 
G. E. Fitzgerald, Vice-President, and Mr. R. 
S. Sharp, and the Victorian Divisiona] Council 
by Messrs. G. N. Moore, E. A. Peverill and 
J. Wallace Ross. Messrs. A. J. Cruickshank 
and E. Robertson of the Geelong Branch 
Council were also present, together with 
representatives of civic, legal, educational and 
financial organisations. 

Mr. F. V. Vawdrey, Branch Chairman, pre- 
sided and the principal Toast of the evening, 
“Australian Society of Accountants,” was 
very ably proposed by Mr. John J. Sheehan, 
M.L.A. Responses were made by Mr. G. E. 
Fitzgerald, on behalf of General Council, Mr. 
G. N. Moore for the Divisional Council and 
Mr. A. J. Cruickshank on behalf of Geelong 
Branch. The Toast of “Our Guests” was pro- 
posed by Mr. T. E. Barnes, Deputy Chairman 
of the Branch and responses were made by 
His Worship the Mayor, Councillor A. W. 
Nicholson, Mr. R. G. Dobson, President, Bal- 
larat Law Association and Mr. R. W. Rich- 
ards, Principal School of Mines and Industries. 


VICTORIAN DIVISION 


June Meetings 

On Monday, June 15, discussions took place 
on the Intermediate Accounting papers for 
both Syllabus C and Syllabus F, The dis- 
cussion covering the Final Accounting Papers 
for both Syllabi took place on Thursday, 
June 18. 

On each evening the discussions were led by 
Mr. A. E. Speck, of Messrs. A. E. Speck & 
Associates, and the Council is most grateful 
to him for the most interesting way in which 
the discussion was led and also for the fine 
way in which the Model Answers were pre- 


pared. 
August Meeting 

On Monday, August 10, Mr. J. S. Egan, 
B.A., B.Ed., will speak on the “Presentation 
of Accounting Information.” This meeting 
will be held at 6.30 p.m. in the General Meet- 
ing Room, Chamber of Manufactures, 312 
Flinders Street, Melbourne. A cordial invita- 
tion is extended to all interested to be pre- 
sent on that evening. 


NEW SOUTH WALES DIVISION. 
Visit of Professor Mary E. Murphy. 

During her recent visit to Sydney, Professor 
Mary E. Murphy, Ph.D. (London), Certified 
Public Accountant, delivered a number of 
lectures to members of the New South Wales 
Division in Sydney, Canberra, Newcastle and 
Wollongong. She also lectured at the Sydney 
University, the Canberra University College, 
the Sydney Technical College and to several 
kindred organisations. 

Wollongong Branch. 

On Thursday, June 4, a meeting of mem- 
bers resident in the Wollongong district was 
held at Central Chambers, Crown Street, 
Wollongong, to discuss the formation of a 
Branch of the Society in the district. The 


= 








NEWS AND NOTES — Continued 


Chairman of the meeting was the State 
President, Mr. W. P. Henson. He was accom- 
panied by a member of the Divisional Coun- 
cil, Mr. C. F. Horley, and the State Registrar, 
Mr. B. L. Horsley. 

There were 31 members present at this 
meeting and the State President was intro- 
duced by Mr. P. R. Dyball. Members passed 
a unanimous resolution recommending to the 
Divisional Council that a Branch of the 
Society be formed. A provisional Committee 
of 12 members was nominated. 

At the June meeting of the Divisional 
Council, it was resolved that the recommenda- 
tion of the Wollongong members be accepted 
and that a Branch, to be known as the Wol- 
longong Branch, be established. The following 
members were appointed as members of the 
Provisional Committee to make the necessary 
arrangements: Messrs. M. W. Allen, J. J. H. 
Bell, A. C. Chambers, S. W. Claussen, R. G. 
Gole, T. R. Hansen, W. McGeechan, A. G. 
Pennycook, E. W. Rees, D. Rickard, A. E. 
Simpson and R. R. Warne. 


Newcastle Branch. 


On Thursday, May 28, Professor Mary E. 
Murphy visited the Newcastle Branch and 
delivered an address entitled “Modern De- 
velopments in Industrial Accounting.” Shortly 
after her arrival in that City, the Lord Mayor 
of Newcastle extended a civic reception to 
Professor Murphy and members of the Divi- 
sional Council and the Branch Council. On 
Friday, May 29, the Branch Council arranged 
for Professor Murphy to make a tour of in- 
spection of Commonwealth Steel Company 
Limited. 

Personal. 


Mr. R. W. Waghorn, A.A.S.A., notifies that 
he has commenced public practice at Marian 
House, 203 Conadilly Street, Gunnedah. 

Mr. K. S. Donnelly notifies that his practice 
is now being carried on at 3/102 Cremorne 
Road, Cremorne. Mr. Donnelly was previously 
at 3 Ultimo Road, Sydney. 

Notification has been received that Mr. K. 
S. Balmain, A.A.S.A., has re-commenced pub- 
lic practice at 53 Summer Street, Orange, 
under the name of Keith S. Balmain & Co. 


QUEENSLAND DIVISION. 
Townsville Branch. 


To mark the formation of a Branch of the 
Society in Townsville, a successful meeting 
of members was held at the “Lounge,” Flin- 
ders Street, Townsville, on Thursday, May 
21, at 8 p.m. The Chairman of the Townsville 
Branch, Mr. N. L. Vandenberg, presided and 
introduced the State President, Mr. J. E. 
England, and the State Registrar, Mr. J. L. 
Amies, who were visiting Townsville for the 
occasion. Mr. Vandenberg expressed the ap- 
preciation of members resident in and adja- 
cent to Townsville of the ready response of 
the Divisional Council to the request of 
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members in Townsville that a Branch of the 
Society be formed as soon as possible. He 
stated that members felt that by the visit of 
the State President and the. State Registrar 
they were to receive the full support of the 
Divisional Council in the work of the Branch. 
He then called on Mr. England to address 
members, outlining the details of the nego- 
tiations for the amalgamation of the Federal 
and Commonwealth Institutes and later the 
joinder of the Association of Accountants. 

Mr. England traced the extent of these 
negotiations and the procedure followed to 
bring about the desired result, and outlined the 
policy of the new Society, both as it affected 
candidates for membership by way of exami- 
nations and the qualified member. He stressed 
the need for members to support their Branch 
actively so as to ensure that they gained the 
maximum benefit from membership, parti- 
cularly from the post-graduate educational 
activities of the Society. 

At the Chairman’s request, the State Regis- 
trar gave further details of the strength of 
the Society throughout Australia and more 
particularly the figures regarding the number 
of stucents on the register in Queensland, and 
the number of members eligible to transfer 
from the amalgamating Institutes of the new 
Society. Members present noted with inter- 
est that, at the time of the meeting, 2004 
members of the amalgamating Institutes had 
joined the new Society in Queensland. 

The State Registrar then dealt in detail 
with the services of the Society available to 
members, illustrating how they could be 
availed of and stressed the desirability of 
forming Discussion Groups to carry out active 
discussion on modern developments in all as- 
pects of accountancy. He also informed mem- 
bers of the manner in which the Divisional 
Council and his office could assist them in 
this post-graduate study and research. 


Educational Group. 

The first meeting of the newly formed 
Educational Group of the Queensland Division 
of the Australian Society of Accountants was 
held in Brisbane on Tuesday, June 16, 1953. 
An audience of 94 members and candidates 
expressed great interest in an address de- 
livered hy Mr. T. A. Hiley, F.A.S.A., on ac- 
counting problems discussed at the Sixth 
International Congress on Accounting held m 
London in 1952. 

In introducing the speaker, the Chairman 
of the Educational Group Committee, Mr. R. 
A. McInnes, F.A.S.A., outlined briefly the 
purpose for which the Group had been 
formed, stressing as its main objects the 
provision of post-graduate education in ac- 
counting subjects and refresher courses for 
members and the stimulation of research. He 
also stressed the value to examination candi- 
dates of participation in this activity and em- 
phasised that membership of the Group was 
open to all candidates as well as to members. 

In his address, Mr. Hiley outlined the 
manner in which the Internationa] Congress 
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was conducted, a résumé of the papers de- 
livered and then in a concise and very clear 
manner summed up for members the main 
problems which had caused the greatest dis- 
cussion at the Congress. 

Personal. 

Mr. R. R. Watson, A.A.S.A., has been ap- 
pointed Senior Assessor at the Stamp Duties 
Office in Brisbane. 

Mr. R. A. Clelland, F.A.S.A., has been ap- 
pointed Manager of Kodak (Australasia) Pty. 
Ltd., Brisbane. 

Mr. D. C. Ruddell, A.A.S.A., previously 
Assessor at the Stamp Duties Office, Towns- 
ville, has been appointed Assessor, Division 
1, at Brisbane. 


SOUTH AUSTRALIAN DIVISION. 
Lecture. 

The first of the winter series of lectures 
arranged by the South Australian Divisional 
Council was held at Shell House Theatrette 
on Friday, May 29. A well attended meeting 
heard an address from Mr. R. L. Mathews, 
B.Com., Reader in Commercial Studies, Uni- 
versity of Adelaide, on the subject “Current 
Accounting Developments.” 

Visit of Professor Mary E. Murphy. 

The Divisional Council is at present final- 
ising details of the programme covering the 
proposed visit of Professor Mary Murphy to 
Adelade from August 31 to September 19. 

Professor Murphy is visiting Australia on 
a Fulbright Scholarship, and will deliver the 
firs; Annual Research Lecture on Tuesday, 
September 1. Members will receive a notice 
setting out full details of lectures arranged 
during her visit. 

The inaugural meeting of the Students’ 
Society in South Australia was held on June 
23 at the Curzon Theatrette for the purpose 
of adopting the Rules of the Society and elect- 
ing office-bearers. The Council of the Students’ 
Society is at present engaged in drawing up 
a programme of lectures for students, details 
of which will be advised to members of the 
Students’ Society as soon as possible. 


WESTERN AUSTRALIAN DIVISION. 
_Mr. J. V. Chard, F.A.S.A., who was at one 
time a member of the State Board and Coun- 
cillor of the Federal Institute of Accountants, 
recently called on the State Registrar. Mr. 
Chard is spending a few months in Western 
Australia as Acting General Manager of the 
Vacuum Oil Co. Pty. Ltd. 


THE AUSTRALASIAN INSTITUTE OF 
COST ACCOUNTANTS. 
Annual General Meeting: 

The Annual General Meeting of the Insti- 
tute was held in Brisbane on May 25, 1953. 
Members of General Council, the Councillors 
of the Queensland Division and a large at- 
tendance of Queensland members were pre- 
Sent. The President of the Institute, Mr. C. 
Viertel, occupied the Chair. The business was 
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formal, the report and accounts for the year 
ended December 31, 1952, being adopted and 
the retiring auditor, Mr. R. Crozier, 
A.C.A.A.(Prov.), of Melbourne, being re- 
elected. At the conclusion of the meeting, the 
visitors were the guests of the Queensland 
Division at a very happy and informal social 
evening. 
New Research Project. 

At the meeting of General Council held 
last month, the suggestion was made that 
the Institute establish a special research pro- 
ject which will be studied by all Divisions 
in a similar manner to the special investiga- 
tions into Terminology just completed. 

A subject likely to be of interest in all 
States is “Costing Methods in Agriculture.” 
The Queensland Division has already promised 
to investigate the cost of producing wheat. 
Members who are interested in this subject 
should communicate with their Divisional 
Registrars in order to assist their Councils in 
this special project. 

Costing Specific Industries. 

General Council has been concerned for 
some time with obtaining booklets, brochures, 
articles, etc., on costing methods as applied 
to specific industries. Although Divisional 
Libraries contain a wealth of information on 
general subjects, there has been an increased 
demand by members for data on costing 
methods in their own particular industry. 
Investigations have disclosed several sources 
of approach, and General Council is endeav- 
ouring to obtain one of these booklets for 
each library. Members will be notified of the 
progress of this collection of pamphlets. 


VICTORIAN DIVISION. 


Lecture on “Stock Pricing Policy.” 

Members of the Victorian Division were 
privileged to attend a special lecture on 
“Methods of Valuation of Trading Stock De- 
sirable for Taxation and Accounting Pur- 
poses” held on July 16 last. 

The lecture was in two parts, the first be- 
ing conducted by Mr. J. W. Donnelly, an 
officer of the Commonwealth Taxation De- 
partment, made available by the kind per- 
mission of the Deputy Commissioner of Taxes. 
Mr. Donnelly commented on the provisions of 
Section 31 of the Act and explained the De- 
partment’s view on the meaning of cost and 
market and replacement valuations. He dealt 
with various methods of valuation followed 
in industry and explained where these differed 
in certain cases from taxation requirements. 

Mr. Donnelly’s talk was followed by a 
consideration of “The Accounting Viewpoint,” 
by Mr. K. C. Keown, Head of the School of 
Accountancy, Melbourne Technical College, 
who dealt with accounting profit and taxable 
income, with particular reference to inventory 
valuations. A number of questions were 
answered and there is no doubt the lecture 
proved of great assistance to cost accountants 
at present engaged in the many problems at- 
tendant upon stock valuations to be made this 
month. 
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STUDENTS’ SECTION 


THE AUSTRALIAN INSTITUTE OF COST 
ACCOUNTANTS. 


Examiner’s Report on First Paper—March, 
1 


Fifty-two candidates sat for this paper. 
Twenty-four earned a pass and the highest 
marking rated 80%. 

The results showed a marked improvement, 
but many candidates were not prepared to 
sit for the examination. 

Generally, the main fault was that ques- 
tions were not read properly, resulting in 
waste of time, and answers which did not 
conform with the question asked. This was 
very apparent in questions numbers 4 and & 

A detailed analysis of marks awarded 
shows: ’ 


90-100 marks .... 
80- 89 marks ..... 
70- 79 marks .... 
65- 69 marks .... 
60- 64 marks 

50- 59 marks .... 
40- 49 marks .... 


0 candidates 
1 candidate 
10 candidates 
18 candidates 
4 candidates 
15 candidates 
9 candidates 


52 


The average percentage of marks obtained 
in each question, the number of candidates 
who obtained a pass and the number of can- 
didates awarded over 95% in each question 
was: 

Question Number 

Numb Obtaining 
95-100% 


Number 
Obtaining 
65% or 


Average 





‘ Marks 

Awarded 
64% 
54% 
61% 
65% 
60% 


Full Paper: 61% 


Detailed comments on the five questions: 
Question No. 1. 

This question asked for: 

(a) A statement of turnover. 

(b) To draw a profit graph. 

(c) To ascertain the break-even point when 

turnover and capacity increased. 

Part (a) of the question was well handled 
although some candidates failed to submit 
correct answers. 

Part (b) of the question was poorly handled, 
the main faults were: 

(a) Incorrect plotting of data. 

(b) Careless drawing of the graph. 

(c) No indication was given as to which 

lines represented turnover and capa- 


city. 
(d) Incorrect reading from the graph of 
the break-even point. 
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(e) Stating that the turnover was the 
break-even point. 
Part (c) of the question was reasonably 
well handled, the main faults were: 
(a) Incorrect calculation of turnover and 
costs. 
(b) Incorrect calculating of the break-even 
point, or incorrect graphing. 
Twenty-nine candidates earned a pass on 
this question. 


Question No. 2. 


This question asked for the advantages and 
disadvantages of setting standards for dis- 
tribution costs, and the Seoutaes up of a suit 
able form for the comparison of standard and 
actual running costs of four motor vehicles. 

It was not well handled, only seventeen 
candidates earned a pass. 

The ma’: faults were: 

1. Describing the difficulties in 

standards, which was not asked. 

2. The advantages and _ disadvantages 

listed were of minor importance, with 
no mention of the more important ones. 
. The drawing of the form was in most 
cases badly handled. Candidates should 
remember that when asked to draw a 
form it must be suitable for the purpose 
for which it is designed. Many of the 
forms presented could not be used in 
practice, and showed that very little 
thought was given to their design. 


setting 


Question No. 3. 

This question asked to ascertain by what 
percentage sales in 1942 and 1948 deviated 
from the secular trend. 

It was reasonably well handled, twenty- 
eight candidates obtained a pass, and nineteen 
obtained between 95 and 100%. 

The main faults were: 

(a) Incorrect arithmetic calculations. 

(b) Wrong principles used in calculating 

the trend values. 


Question No. 4. 

This question asked for definitions of the 
variances arising from a system of S 
Costs, and the disposition of these variances 
at the end of the accounting period. 

It was not well handled, only twenty-three 
candidates earned a pass. 

The main faults were: 

(a) The definitions submitted were not 
complete, inasmuch as they did not 
clearly illustrate the meaning of the 
variances. 

(b) Definitions failed to state the correct 
physical composition of the variances 
as between standard and actual figures. 
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(c) Defining only two variances in Expense. 


(d) Incorrectly defining Idle Capacity and 
Expense use variances. 

The majority of candidates also explained 
the causes and remedies for these variances. 
This was not asked and only resulted in 
waste of time. 

Part (b) of the question asked for com- 
ments on the disposition of variances, but 
very few candidates commented on the 
methods, but merely listed them. 

Other faults included: 

(a) Listing methods which in the end re- 

Tesulted in the same thing. 

(b) Explaining the disposition of some of 
the variances without mention of the 
others. 

A thorough knowledge of this type of ques- 

tion is essential, as it is a fundamental result 
from predetermined costs. 


Question No. 5. 
This question asked to discuss the advan- 
tages and disadvantages of: 
(a) Long production runs 
production runs. 
(b) Manual versus machine operations. 


It was not well handled, twenty-three can- 
didates obtaining a pass. 


This question again asked to discuss the 
advantages and disadvantages, not merely to 
list them. 

The main faults were: 

1. Listing advantages and disadvantages 

without indicating how the advantage 
or disadvantage is achieved. 


. Many candidates only discussed advan- 
tages of long production runs and did 
not mention short production runs. 


Many of the advantages and disadvan- 
tages listed were of minor importance, 
with no mention of the more important 
ones. 

The main faults in part (b) included: 

1. Many candidates explained the investi- 
gation to be carried out when consider- 
ing a change over from manual to 
machine operation. This was not asked. 

. Many of the reasons submitted were of 
a trivial nature, showing lack of thought 
or knowledge. 

. Quite a few candidates did not mention 
capital outlay or absorption of fixed 
costs. 


versus. short 


General Remarks: 

There was a general improvement in the 
Standard of work, but many candidates pre- 
sented untidy answers. More care could be 
taken in writing and presentation of answers. 
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Cost Accountancy “C”—2nd Paper. 
March, 1953, Examinations. 


Fifty-two candidates answered this paper. 
Fifteen gained pass marks or over. 
The range of marks awarded was: 


25-34 marks... .. 6 
35-44 marks .... 12 
45-54 marks .. 10 
55-59 marks 5 
60-64 marks 5 
— 37 failed 
65-74 marks 3 
75 marks and over 2 
— 15 passed 


Total 52 

The highest mark awarded was 81 and the 
lowest 25. 

The standard of the papers submitted was 
particularly poor. It is difficult to believe that 
some papers are the work of qualified ac- 
countants, particularly as one would expect 
a candidate to present a high standard sample 
of his work to an examiner. Attention is being 
continually directed in Examiners’ Reports 
to the untidy presentation of the work of 
candidates. It is pleasing to exempt the New 
Zealand candidates from these observations. 
The standard of work submitted by New 
Zealand candidates was of a high calibre, and 
60% gained pass marks. 

Only 21% of Australian candidates were 
awarded passes. : 

The average percentage of marks obtained 
in each question and the number of candidates 
who passed in each question, were as fol- 
lows— 

No. of 
Average Candidates 
Marks § Awarded 
Obtained. Pass. 
21.9 24 

13.2 13 
19.4 16 


52.9 15 


Marks 
Required 
Question Marks te 
Ne. Alletted. Pass. 
1 35 23 
2 25 16 
3 40 26 


Full Paper 100 65 


Following are comments on_ individual 


questions. 
Question No. 1. 

This question required :— 

(i) Data to be shown in both the Cost 
Ledger and the General Ledger ac- 
counts. 

(ii) The journal] entries necessary to close 
these accounts at the end of the period 
both where stocks are valued at stan- 
dard cost and also at actual cost. 

Thirty-five marks were possible. 

The main principle on which candidates 
were tested in this question was the method 
of clearing the variances under the two bases 
of stock valuation. 

Where stocks are valued at standard cost, 
variances are cleared in total in the Cost Led- 
ger to General Ledger Control and in the 
General Ledger to Profit and Loss Account. 


317 





STUDENTS’ SECTION — Continued 


Where stocks are valued at actual cost, 
variances are apportioned to Finished Stock 
and Profit and Loss Account in the proportion 
of the value of, Cost of Goods sold and unsold 
respectively. 

This was the best handled question in the 
paper, 24 candidates passing. 

The failure of candidates was due to either 
not completing the question or omitting to 
submit all the information required. In nearly 
every case where a candidate submitted all 
the information required, the treatment was 
correct and a high mark was awarded. 


Question No. 2. 

This required the calculation of the stan- 
dard cost of a pound of a commodity where 
there is an allowance for processing loss in 
weight and also a recoverable value for waste. 
An illustration of the treatment of the allow- 
ances for material and waste in the Cost 
Ledger accounts was also required. 

It was possible to earn 25 marks with this 
question. Only 13 candidates passed. Two 
failed to submit an answer. 

Candidates are obviously weak in their 
understanding of the treatment of wastage. 
The instances in manufacture are so common 
of wastage occurring in circumstances simi- 
lar to those set out in the question, that a 
complete understanding of the Cost Account- 
ing treatment is imperative. 

Of the 50 candidates submitting an answer, 
74% gave the wrong cost of the product and 
95% treated the accounting entries incorrectly. 


Question No. 3. 

This question illustrated a problem which 
has been a common one for accountants in 
recent years. It required an estimation of the 
additional capital necessary to finance in- 
creased costs of production, and the new 
selling price necessary to preserve the same 
earning rate on the increased shareholders’ 
funds. 

The question was worth 40 marks. Sixteen 
candidates gained pass marks. Three failed to 
submit an answer. 

The quality of the answers was disappoint- 
ing. The problem was really a test of a can- 
didate’s reasoning powers. No involved cost 
accounting or financial accounting theory was 
required. A Cash Budget was not necessary. 
By reconstructing the Balance Sheet, it could 
be calculated that about £40,000 additional 
capital and a selling price of £42/15/ per 
unit would be required. Most candidates 
stopped when they found that they could not 
calculate a new figure for debtors without 
first knowing the selling price, yet it was not 
possible to set a final selling price without 
first knowing the debtors figure. The only 
method possible was to assume a selling price 
and work through on this basis, adjusting 
this up or down on completion to arrive at 
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near the correct answer. An estimation only 
was required in the answer. 

Many complicated methods of calculation 
were submitted. One candidate used a new 
and unfortunately incorrect method of algebra, 
Suggested additional capital requirements 
ranged from £3,000 to £801,000. 


Examiner’s Report on Third Paper (C.3) 
March, 1953. 


General. 
The following is an analysis of results: 
Candidates who obtained less than 65 
ae a: 
Candidates who obtained 65 to 70 marks 
Candidates who obtained 71 to 80 marks 
Candidates who obtained 81 to 90 marks 
Candidates who obtained over 90 marks 


Number of 
Candidates 
Average 
Average Percen- 
Question Marks age 65% of 
Number. Marks. Obtained. Obtained. Marks. Better. 
7.5 50% 10 
13 65% 13 
13 65% 13 
11 73% 10 
19.5 65% 19 


Total 100 64 64% 65 26 


Twenty-six candidates (52%) obtained pass 
marks or better, but 14 of them obtained only 
65 to 70 marks, 11 candidates received from 
71 to 80 marks, and only one candidate over 
80 marks. 

It is necessary to again report that a much 
higher standard in presentation must be ex- 
pected from candidates who have already 
qualified as Accountants. Many papers were 
untidy and poorly set out, whilst, as in pre- 
vious examinations, candidates indicated that 
some questions had not been read through 
carefully before the answers were attempted. 
Some candidates do not apear to have been 
sufficiently advanced in their studies to sit 
for the examinations, and there was evidence 
that others have studied the more advanced 
topics, but do not possess a thorough under- 
standing of the fundamentals. 


Detailed Comment. 


Q.1: Marks allotted 15; 65% of marks 10; 
average marks 7.5 (50%). 

Only 12 candidates obtained 65% of the 
marks or better, and the answers submitted 
were disappointing. A number of candidates 
did not know the meaning of a Bill of Material, 
whilst others stated that it had only very 
limited functions. Many students understood 
the functions performed by the Bill in relation 
to the control of material, but were unable te 
indicate the use to which it may be put 
relation to the costing procedure. 
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STUDENTS’ SECTION — Continued 
Q.2: Marks allotted 20; 65% of marks 13; 
average marks obtained 13 (65%). 


Thirty (30) candidates obtained the pass 
mark or better, but the question was not well 
answered. Far too many candidates provided 
evidence that they had not thoroughly read 
the question, which required a diagram which 
indicated the records from which the Factory 
Payroll is compiled, analysed and posted to 
the Factory Cost Ledger. 

As 20 marks were allotted, it should have 
been understood that something more than 
the setting down of several acounts was re- 
quired. Many answers gave no indication of 
how the analysis is posted to the ledger, and 
far too many failed to show how the daily 
attendance records are reconciled with the 
records which show how that time is spent. 


There was a tendency to prepare an incom- 
plete diagram, and then give a lengthy writ- 
ten explanation of a payroll system. Similar 
questions have been set previously and candi- 
dates should be able to show, in diagrammatic 
form, the flow of labour costs throughout the 
organisation. When requested to prepare a 
diagram students should refrain from writing 
a short essay, which is not required, but 
should ensure that the diagram gives all 
necessary information. 

_Presentation left much to be desired. Un- 
tidy freehand drawing, indecipherable print- 
ing and writing, and complicated and 
ambiguous indications of flow were evident 
in far too many answers. 


Q.3: Marks allotted 20; 65% of marks 13; 
average marks obtained 13 (65%). 


Thirty-two (32) candidates obtained the 
pass marks or more. 

Most candidates could satisfactorily enume- 
tate the information to be recorded on a Plant 
Ledger Card, but could not adequately state 
the use which can be made of it. The major 
shortcoming was that whilst many indicated 
the use that could be made of certain indi- 
vidual items, very few indeed stated that the 
cards can quite readily provide figures for 
such purposes as Cost Collection and alloca- 
tion by departments or cost centres, differen- 
tial cost statements, insurance valuation, 
statistical returns and asset verification and 
valuation as well as providing details for the 
use of technical staff. 


Q.4: Marks allotted 15; 65% of marks 10; 
average marks obtained 11. 


This question was the best answered of the 
whole paper. Forty candidates (80%) ob- 
tained a pass, with an average mark of 11 
(73%), 

Some candidates were not quite clear as to 
how to properly provide for Sick and Holiday 

ay, and as many used much the same figures 
to illustrate their answers, and suggested per- 
centages based upon them, it was surprising 
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to see the number of different results arrived 
at from the calculations. When using ex- 
amples students should check their arithmetic, 
and also ensure that the example does in fact 
illustrate what is written. The second part 
of the question was well answered, despite a 
tendency to read more into the question than 
was stated. 


Q.5: Marks allotted 30; 65% of marks 19.5; 
average marks obtained 19.5 (65%). 


Thirty (30) candidates obtained a pass in 
this question, but the average mark was only 
that of the minimum pass. Thirteen answers 
were very good and obtained 80% of the 
marks or better, and if these papers are not 
taken to account, the average of the remain- 
ing 37 papers would only be 54%. 


Candidates were required to prepare four 
statements, showing variations from Stand- 
ard performance, for presentation to execu- 
tives. Three hypothetical entries were asked 
for in each instance. 


With the exception of the thirteen answers 
previously referred to as being very good, 
candidates generally indicated a lack of ap- 
preciation of what is required of the Cost 
Accountant in reporting to management, at 
various levels. Far too many answers were 
rambling reports (as distinct from state- 
ments) and would have been of little use to 
management. 


The information supplied was in a great 
number of answers expressed in accounting 
terms, rather than in the terms required by 
the executive concerned. This was most 
noticeable in regard to the statements for the 
Factory Manacver illustrating labour efficiency 
and idle machine hours. This executive would re- 
quire information showing the labour efficiency 
expressed in terms of hours (or production) 
saved or lost, and idle machine hours stated 
in actual hours lost, rather than merely in 
monetary terms which convey very little 
without further analysis. 


Quite a number of answers were most pre- 
sumptuous, and offered the Factory Manager 
much advice as to how he ought to act. The 
Cost Accountant was presumed to be in the 
position of management, instead of merely 
one of the tools of management. 


The statements for the Purchasing Officer 
and Budgetary Officer were much better than 
those for the Factory Manager, due to the 
fact that candidates, as stated above, much 
preferred acounting statements. There was a 
tendency to attempt too much detail in show- 
ing Material Price Variations, and many can- 
didates overlooked that the statement of 
Factory Expense was required to cover two 
months. 


Surprisingly, in several cases, candidates 
who answered this question satisfactorily ob- 
tained poor marks for other questions on the 
paper which called for a detailed knowledge 
of fundamentals. 
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THE PSYCHOLOGICAL MOMENT 


Coleridge coined the word “psycho- 
logical”, obviously while under the in- 
‘fluence of opium. He had the grace to 
apvlogise but claimed that the language 
had need of the word. After 150 years 
the language has had more than enough 
of it. I do not object to its use as a 
“scientific” term. As Mr. Nigel Bal- 
chin has demonstrated in his work, 
“Mine Own Executioner”, the psycho- 
analyst helps children to overcome bed- 
wetting. In my opinion, it would be 
cheaper for the parents to invest in an 
alarum clock. 


It is the use of the word “psycho- 
logical” in the language of the market 
place to which I so strongly object. 
“My psychology tells me so”, as if the 
word described a part of the utterer’s 
body. But the silliest of all these 
expressions is “the psychological 
moment”. This nonsense began in 
1870 by a misunderstanding by the 
French of the German “das psycho- 
logische moment”, the German word 
“moment” meaning “momentum” or 
factor and not “moment” (of time) as 
in French and English. 


A MESS OF POTTAGE 


Esau and Jacob were twins, but were 
not identical twins. Esau was red and 
hairy. He grew up a cunning hunter 
and a man of the field. Jacob was a 
smooth fellow, a plain man, dwelling in 
tents. Their father, Isaac, loved Esau 
because Esau provided him with veni- 
son; their mother, Rebekah, loved 
Jacob: why, it is not clear. 
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One day Esau came from the field 
dying of hunger and implored food of 
his brother. Jacob said: “Sell me this 
day thy birthright” and Esau said: 
“Behold, I am going to die: and what 
profit shall this birthright do to me?” 
And Jacob said: “Swear to me this 
day”; and he sware unto him: and he 
sold his birthright unto Jacob. Then 
Jacob gave Esau bread and pottage of 
lentils; and he did eat and drink, and 
rose up, and went his way: thus Esau 
despised his birthright. 


This story, probably one of the mean- 
est in recorded history, is told in the 
25th chapter of Genesis. Strangely 
enough, against common belief, the 
phrase “mess of pottage”’ does not ap- 
pear in the Authorised Version. In 
point of fact, the phrase appeared at 
the head of the 25th chapter in 
Matthew’s Bible of 1537: “Esau selleth 
his byrthright for a messe of pottage”. 
The word “mess” appears only twice 
in the Bible, i.e., at Genesis 43: 34 and 
2 Samuel 11: 8. So, if you wish to 
play a Lewis Carroll trick on your 
clergyman, ask him where the phrase 
actually occurs. 


The mess of pottage was a bowl of 
lentil soup, one of the world’s best 


dishes. During my five years’ stay in 
Egypt and Canaan I drank hundreds of 
bowls of the good soup and many a time 
thought of poor Esau and the shabby 
treatment of him by his cunning 
brother. The story has had a deep in- 
fluence on my life and I have tried in 
my small way to comfort the easy- 
going hunter and other Esaus of this 
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world and protect them from the cun- 
ning fellows who dwell in tents and of- 
fices. But at last I am in despair. 
As our Commonwealth Treasurer so 
colourfully puts it: there is no closed 
season for mugs! 

My Editor-in-Chief, who censors 
but does not bowdlerise these notes, has 
told me that while he was holding a 
wartime appointment, his Department 
received a letter from a prominent in- 
dustrialist couched in rather flowery 
language, in the course of which he 
vehemently declared that his industry 
was unwilling to sell its birthright for 
a “mess of pot ash”. Whether this 
rendering was the industrialist’s or that 
of his secretary, Mr. Fitzgerald never 
discovered. 


THE POINT OF VIEW 

A taxation mix-up occurred in Eng- 
land in 1951.. The General Commis- 
sioners had decided an appeal against 
the taxpayer, but the Clerk of the Com- 
missioners erroneously announced the 
decision as being in his favour. The 
error was discovered when the Crown 
began drafting an appeal to the English 
High Court. The taxpayer brought an 
action endeavouring to stop the Com- 
missioners from giving any decision 
other than that announced by the Clerk. 
The taxpayer lost. (Rex v. General 
Commissioners; ex parte G. R. Turner 
Ltd. (1951) 32 T.C. 335). 

The Commissioners said that they 
could not hear what the Clerk said, and 
there seems to be some complaint about 
the acoustics of the Court. In the 
course of his judgment the Lord Chief 
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Justice, Lord Goddard, referred to the 
Clerk as “a gentleman of mature age, 
said to be about 80”’. 


My grandson, aged 9, looks upon me 
as being “very old”. I, in turn, a 
valetudinarian aged 60, with as much 
chance of reaching 80 as I have of shak- 
ing hands with the Man in the Moon, 
regard 80 as “very old”. Lord God- 
dard in 1951 was 74. He was and is at 
the zenith of his intellectual powers 
with not the slightest sign of deteriora- 
tion in his physical powers. It was 
only natural that he should regard a 
gentleman of 80 as merely “mature”’— 
quite a boy, in fact. 


I am afraid, however, that the above 
is not the true expression. Lord God- 
dard has a very keen sense of humour, 
and I believe he was suggesting that it 
was time that the Clerk was put out to 
grass. 


To show how much the Lord Chief 
Justice relishes the lighter side of the 
law, he greatly enjoys recounting the 
following experience. Lord Goddard 
was presiding at the provincial trial of 
a gentleman in his seventies, who was 
charged with what, in journalese, is 
described as a “serious offence”. The 
“old” gentleman was very deaf and 
after the charge had been read to him 
twice it became clear that he could not 
hear it and was, therefore, unable to 
plead. Lord Goddard instructed a 
Court official to go to the dock and state 
the charge in plain words. Like Chap- 
man’s Homer, the official spoke out loud 
and bold. The prisoner replied: “No, 
I tried to, but she warded me off with 
an umbrella”. 





PROFESSIONAL NOTICES 


Professional Classified Advertisements in respect of office space, positions wanted, 
partnerships, etc., may be inserted at 5/- a line (minimum 15/-). 


YOUNG ENERGETIC ACCOUNTANT 
required for Adelaide office of Interstate 
Transport Company. Excellent prospects with 
rapidly expanding organisation. Commencing 
salary £900 per annum. Age preferably about 
30 years and applicant should have had gene- 
ral commercial experience including work to 
stage of monthly profit statements and _bal- 
ance sheets. Apply to No. 202, care State 
Registrar, Australian Society of Accountants, 
37 Queen Street, Melbourne. 


MELBOURNE — Portion of clientele for 
sale to accountant desirous of enlarging 
practice. £300 to £400 gross annual fees mainly 
Income Tax Return clients, eastern suburbs. 
Purchase price on basis of one year’s gross 
fees. Interested persons write No. 203, care 
Australian Society of Accountants, 37 Queen 


Street, Melbourne. 


PUBLIC ACCOUNTANT, Melbourne sub- 
urbs, wishes to purchase existing small prac- 
tice, city or country, or to co-operate as 
partner or otherwise in such business. Reply 
No. 204, care Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


ASSOCIATE, some public accounting ex- 
perience, desires work in accountancy firm 
for six months, full, part-time or week-ends. 
Reply No. 201, care Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


WANTED — ACCOUNTANCY PRACTICE 
OR PARTNERSHIP IN QUEENSLAND. 
Reply No. 150, care Australian Society of 
Accountants, Wharf Street Brisbane. 


SENIOR FEMALE CLERK with account- 
ancy qualifications (typing an advantage) 
required by Brisbane firm of Chartered Ac- 
countants, specialising in Income Tax work, 
good conditions and remuneration (no Satur- 
day work). Applications confidentially to 
A. W. Munro & Co., Chartered Accountants 
(Aust.), Brisbane. 


EXPERIENCE REQUIRED — Graduate in 
Law of Prague University desires to enter 
accountancy profession and seeks position 
where experience could be acquired. Salary of 
secondary consideration. Please address re- 
plies to No. 120, care Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


APPLICATIONS are invited from qualified 


Accountants for position in large manufactur- 
ing and marketing organisation in Northern 
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New South Wales. Applicants should be be- 
tween 25 and 40 years of age and have had 
sound experience in accountancy. Salary will 
be in accordance with ability and applicants 
are asked to indicate salary required. Pros- 
pects of advancement to an important position 
are good. Apply Jack, Thomas & Noble, 
Chartered Accountants (Aust.), P.O. Box 106, 
Lismore, N.S.W. 


_ A COMPANY DIRECTOR and businessman 
is prepared to sponsor a qualified accountant, 
as a Public Accountant in Mount Isa, Queens- 
land. Office space is available and the suitable 
applicant will be given the accountancy and 
taxation business of the company of which 
the sponsor is Chairman of Directors. There 
is no other accountant practising in Mount 
Isa and there is an excellent opportunity for 
an ambitious accountant to build up a good 
practice in this flourishing mining centre. For 
further particulars please apply to Box 202, 
Post Office, Townsville, Queensland. 


YOUNG MAN (82) fully qualified account- 
ant and secretary desires position with respon- 
sibility and opportunity for advancement, 
Reply “XYZ,” care Australian Society of Ac 
countants, Atlas Building, Esplanade, Perth. 


REMINGTON BOOKKEEPING MACHINES 
either in one lot or lots to suit purchasers, 
semi-electric 18 inch carriage, capacity 
£99,999/19/114. Machines have been under 
constant service, sale made possible by de 
livery new machines. Price asked £300 each 
—only fraction cost of new machines. ne 
tion invited—equiries Jas. Loneragan (Mud- 
gee) Co. Pty. Ltd., 50 York Street, Sydney 
(BX3538). 


FOR SALE—1 Stott & Underwood Sun- 
strand “S” model power operator bookkeeping 
machine, and 1 Addressograph, Class k 
hand operated. Apply United Sales Company,. 
149 Castlereagh Street, Sydney. 


ADDITIONS AND CALCULATIONS 
EXECUTED — speedy service by Sydney 
comptometrist with own machine for part 
time work at home. For enquiries be 
BU5673, or write Ludmar Pty. Ltd., 17 Bo 
Street, Sydney. 


ACCOUNTANCY PRACTICE or part or © 
small number of clients wanted, Sydney oF 
nearby. Top price. LU2526. ; 
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